a 
e Fag 
INVESTMENT BANKERS ASSOCIATION CONVENTION ISSUE In 2 Sections, 


The C OMMER CIAL ee — Sactiga staan 


pec 17 1956 


DMINISTRA 
BUSINESS EeARY 


yb 


FINANCIAL CHRONICLE 


Reg. U. &. Pat. Office 





Volume 184 Number 5594 


New York 7, N. Y., Thursday, December 13, 1956 


Price 40 Cents a Copy 





EDITORIAL 


As We See It 


Two current topics are favorite themes today 
wherever two or three are gathered together in 
the name of public welfare. One of them is the 
possibility of serious inflation and the other is 
the problem of foreign aid, particularly to Britain 
and France. The two are definitely related and 


it would be well if the fact is well understood 
and constantly borne in mind. The Administra- 
tion appears ncw to be going out of its way to 
assure Britain and France that there are no hard 
feelings about by-gone things, and that it believes 
future good relations between these two countries 
on the one hand and the United States on the 
other are far more important than argument 
about who killed cock robin. It is apparently 
prepared. moreover, to translate this feeling into 
tangible aid and in very substantial amounts 
although it has not gone overboard on the matter, 
as some others have. 

Candor requires that we say plainly that so 
far as we can see neither Britain nor France 
deserves more of our substance gratis. They have 
not only got themselves into a mess against our 
best advice, but have done so without even doing 
this country the courtesy of informing us of their 
intended actions. It would be poetic justice if 
they were left to stew in their own juices, or so 
it seems to us. The trouble is, of course, that our 
own welfare. even our own safety, may depend 
upon retaining them as allies. Another trouble 
is, obviously, that they are too well convinced 
that we can hardly do without them and are 
much too greatly inclined to take full advantage 
of their presumed indispensability. That, how- 
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Reserve Policy During 


Inflation and Deflation 


By WILLIAM McCHESNEY MARTIN, JR.* 
Chairman, Federal Reserve Board 


Contrasting today’s problem with the one which required 
curing overnight of mass unemployment during 1930’s, 
Chairman Martin defends flexible policies pursued since 
1953, and, in referring to current inflationary dangers, 
explains credit easing would compound the threat to 
economic stability and sustained growth. Attributes 
credit “tightness” to demand intensity, and focuses atten- 
tion on our heritage and institutions which call for 
credit allocation through market process rather than 
selective credit “judgments — or guesses — of public 
authorities.” Says present conditions calli for alertness, 
as well as prudence and resiraint. 


Congress has placed a great responsibility upon the 
Federal Reserve System—a trusteeship, as I conceive 
it, over money. The Reserve System has always bene- 
fitted frem thoughtful inquiry. These 
hearings are not merely a_ public 
forum—and that is all to the good. 
They provide a means of keeping the 
monetary machinery of the country 
abreast of the times. The Federal 
Reserve Act provides that we shall 
report directly to Congress and thus, 
through it, to the country. 

The task of the Federal Reserve 
System, under today’s conditions, is 
to determine the volume of credit 
that needs to be made available in 
order to keep the economy running 
in high gear—but without over- 
strain. Too much credit would in- 
tensify upward pressures on prices. 
Too little could needlessly starve 
some activities. We have to rely on human judgments 
in this determination. There are bound to be differences 


Continued on page 109 


W. McC. Martin, Jr. 


*Testimony by Mr. Martin before the Subcommittee on Economic 
Stabilization of the Joint Economic Committee Dec. 11, 1950. 


IBA CONVENTION PICTURES—Candid photos taken during the 45th Annual Convention 
of the Investment Bankers Association of America at Hollywood Beach Hotel, 


Fla., appear in Section Two of today’s issue. 
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The Investment Bankers 


Association of America Holds 
45th Annual Convention 


Meeting at Hollywood, Fla., Nov. 25-30, addressed by 

incoming President, Robert H. Craft; outgoing President 

George W. Davis; Maj.-Gen. J. Stewart Bragdon; J. 

Sinclair Armstrong; Arthur B. Homer; Eugene E. Trefe- 

then; and Robert L. Garner. Texts of these addresses, 

also Committee Reports and other Convention develop- 
ments, are presented in this issue. 


The Forty-fifth Annual Convention of the 
Investment Bankers Association of America was 
held at the usual place, the Hollywood Beach 
Hotel, Hollywood, Fla., from 
Nov. 25 to 30. The Association 
elected as President for the en- 
suing year Robert H. Craft, 
President of The Chase Bank, 
wholly-owned foreign financing 
subsidiary of The Chase Man- 
hattan Bank. President Craft 
succeeds George W. Davis, a 
Partner of Davis, Skaggs & Co., 
San Francisco investment firm. 
The five Vice-Presidents elected 
were: Andrew M. Baird, A. G. 
Becker & Co. Incorporated, Chi- 
cago; William S. Hughes, Wagenseller & Durst, 
Inc., Los Angeles; William C. Jackson, Jr., First 
Southwest Company, Dallas; W. Carroll Mead, 
Mead, Miller & Co., Baltimore; and William H. 
Morton, W. H. Morton & Co., Incorporated, New 
York. 


Robert H. Craft 


THE NEW PRESIDENT 
Mr. Craft has devoted his entire business career 
to the field of finance. He was born (Feb. 9, 1906) 
Continued on page 60 
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The Security I Like Best 


A continuous forum in which, each week, a differerit group of experts 
im the investment and advisory field from all sections of the country 
participate and give their reasons for favoring a particular security. 


(The articles contained in this forum are not intended to be, nor 
ere they to be regarded, as an offer to sell the securities discussed.) 


GEORGE C. ASTARITA 
Manager. N. Y. Stock Exchange Dept. 
sSoettcher and Companys 


Colorado Springs, Colo, 


Chrysler Corporation 


Chrysler stock has not partici- 
pated to any avpreciable extent 
in the great bull market of recent 
years primarily for the reason 
that a lack of 
emphasis on 
styling has 
hindered the 
company’s 
progress. Vir- 
tually all are 
in agreement 
that Chrysler 
products are 
tops in engi- 
neering, but 
fnat factor 
alone will not 
sell cars. To 
correct this 
situation; 
Chrysler this 
vear has introduced the most 
highly stylized cars on the market. 
Not only should the 1957 models 
prove extremely successful but 
other factors will also tend to 
re-establish former earnings and 
dividends for Chrysler. During 
recent years, the company has em- 
barked upon a program embracing 
reorganization into semi-autono- 
mous divisions rather than a com- 
pletely centralized organization. It 
has realigned its styling division 
with emphasis upon design as well 
as upon engineering. It has mod- 
ernized, improved and integrated 
its manufacturing operations and 
it has strengthened its dealer or- 
ganization. Changes of this nature 
take time to be reflected in opera- 
tions and 1957 should begin to 
record fruition of these develop- 
ments. 

In addition, Chrysler plans to 
spend $1 billion on capital im- 
provements in the years 1956 to 
1960. This means. that Chrysler 
intends to regain its former posi- 
tion in the automotive world and 
to go to new heights along with 
the expanding characteristics of 
the industry itself. The massive 
trend toward suburban living and 
the multi-billion dollar highway 
program, together with an ever 
increasing population, should serve 
to expand greatly the number of 
automotive vehicles upon the roads 
over and above that of the 65 mil- 
lion now registered. 


George C. Astarita 


Some idea of the potential exist- 
ing in Chrysler can be gained from 
the fact that its 
amounts 


capitalization 
to approximately 
3% that of General 
16% that of Ford. Chrysler sales 
per share of common stock in 1955 
amounted to $398.00 
with $104.00 for Ford and only 
$45.00 for General Motors. Surely, 
if Chrysler can improve its rela- 
tive sales still 
likely, in 
profit margin 


only 


207 Motors and 


compared 


more, 
addition 
in 


aS seems 


and attain a 
more keeping 
with that of its competitors, earn- 
ings per share will record a sen- 
Ssational rise. 

It is true that Chrysler cannot 
the profit margins en- 
joyed by General Motors and Ford, 
which average approximately 18% 
14% 
because 


approach 


and 
This, 
enjoy 


pre-tax, respectively. 
Chrysler 
operations 
grated and 
close to areas. 


It would seem altogether possible. 


not 


does 
fully 


plants 


so inte- 


assembly as 


major marketing 


however, for it to greatly improve 
its pre-tax margin of less than 
5% recorded in the years 1951 
through 1955. Should it obtain a 
protit margin of only 7% in 1957, 
along with 20% of a 74% million 
car year, its earnings per share 
could amount to more than $14. 
The writer can visualize the pos- 
sibility of some $20 per share 
earnings for Chrysler within the 
next few years, provided, of 
course, the economy continues to 
expand and its products meet with 
the reception which might be ex- 
pected as the result of their new 
styling. The stock, which sold 
above $100 per share last year 
and which now is available some 
30 points lower, with the upward 
move apparently only starting, 
would seem to be an excellent 
vehicle for substantial apprecia- 
tion in a stock market which may 
remain highly selective for some 
time to come. It is recommended 
for purchase primarily by indi- 
viduals seeking appreciation and 
who therefore are willing to as- 
sume a businessman’s risk. The 
stock is listed on the New York 
Stock Exchange. 
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DR. EVERETT J. MANN 
Associate Professor of Business 
Administration 


Emory University, Athiueta. Ga. 
Hawaiian Pineapple Company 


What kind of juice do you drink 
before your morning coffee? If 
you are a 55% average American, 
you down a beaker of orange 
juice; if you 
are: in .a 23% 
group, you 
prefer tomato; 
Mm @f yo4 
will choose 
some other 
rariety like 
grapefruit or 
prune whereas 
a 9% minority 
will reach for 
pineapple 
juice asa post- 
nocturnal 
pick-me-up. 

In view of 
the above sta- 
tistics, think what a surge there 
would be in sales of pineapple 
juice if only 2% of today’s orange 
juice drinkers suddenly shifted 
their preference to pineapple. 
There tremendous market po- 
tential for a vertical increase in 
sales of frozen pineapple juice, 
whose procuction under the Dole 
name, plus that of other pineapple 
cerivatives such as chunks, spears, 
filling, for the 
HAPCO’s busi- 


Dr. Everett J. Mann 


Is 


rings, and pie 


backbone of the 
ness. 


HAPCO 


average 


19 
of 


shows a neat year 
$1.72 


its sales figures 


earnings record 


a share, although 
for the fiscal years ending May 31, 
1949 to 1955 rather unex- 
citing reading. During those vears, 


make 


sales volume varied scarcely in a 
i0% range around a median of $55 
million. For the 1956 fiscal year, 
sales tigures may start to intrigue 
the investor searching for under- 
valued situations in what may be 
overvalued market. In that 
latest year, HAPCO’s sales of $72 
million 22% 


an 


were up those 
of the previous vear while profits 
galloped in at $1.64 a share, or at 
less than eight times the present 
price of 13. An impressive book 
value of $25.70 behind each 
of these low-cost common shares 


over 


lies 











This Week’s 
Forum Participants and 
Their Selections 


Chrysler Corporation—George C. 
Astarita, Manager, New York 
Stock Exchange Dept., Boettcher 
& Co., Colorado Springs, Colo. 
(Page 2) 

Hawaiian Pineapple Company — 
Eyerett J. Mann, Associate Pro- 
fessor of Business Administra- 
tion, Emory University, Atlanta, 
Ga. (Page 2) 











In addition to the vertical growth 
in pineapple sales, HAPCO is also 
expanding sales horizontally: after 
years of contentment with a one- 
product market and all the com- 
petitive disadvantages this im- 
plies, HAPCO has moved more 
aggressively in allied fiel’s of 
endeavor. In November, 1955, the 
company acquired on highly fa- 
vorable terms two new wholly- 
owned subsidiaries in the fruit 
and vegetable canning business. In 
December, 1956 the company 
started to market under the Dole 
lebel citrus fruit juices, made in 
Florida by an independent pro- 
ducer. When frozen citrus juices 
and fruits have been addecl, the 
Dole line will have a _ firmly 
rounded and fully packed look 
about it. 

HAPCO is currently 
other new products 
promise that these will be added 
as soon as feasible without over- 
straining the company’s working 
capital which now checks in at a 
spanking 2.6 ratio. 

To cut down costs, the company 
is moving into some vertical in- 
tegration in its plants. A can 
making plant has been built in 
Honolulu which. within 9 year, 
will be turning out HAPCO’s en- 
tire need for cans. Durine the 
past fiscal year. starting 1» overa- 
tions and delaved delivers on 
some of this machinery penalized 
earnings -hnormally: once these 
initial difficulties are overcome. 
more economical operations can 
be expected. 

Marketing nroblems the 
highly eonpetitive juice industry 
have been factors restrainine 
HAPCO’s cevelooment. In past 
years, the companv’s sales man- 
agement may have left sorcthing 
to be desired. but this difficu'tyv 
has been redressed throush the 
employment o° a highlv evrneri- 
enced man as Director of Market- 
i a newly created noasition. 

HAPCO bas paid dividends of 
29 cents a share curing the nast 
threes veass while 10-yesr divi- 
ferds have averated $1.10. Tr 
Sentember 1936 a 4% ctor'- 
dend added. Eauity capital- 

1.650.000 


preceded 


studying 
with the 


in 


ters 
was 
ization consists of com- 


mon shares 


hv 22,7295 
preferred and $10,400,000 of lonz- 
term debt. 


The 


become 


astute investor wkto h 
with 3% 
dend wields, price-earnings ratio 
ot better 


stock 


iAunciced divi- 


20 or and who wants 


growth which hasn’t dis- 
counted 
10 


stunted 


its rotential for the next 


vears, might find some inm- 


growth in HAPCO’ 
shares. 

Looking forward to the dav five 
millions 
Americans will be dunkin« 
breakfast doughnuts in pineapple 


juice, dieting 


vears hence when more 


happv 
lady Americans 
forking un calorie-low pineapple 
salad at lunch, adolescent Ameri- 
cans gobbling pineapple sundaes 
and Americans chewing 
pineapple pie for dessert, it is not 
that investors will 
pay $40 for the privilege of buy- 
ing a share of Hawaiian Pineapple 
Company. The is listed 


robust 


inconceivable 


stock on 


_ the San Francisco Stock Exchange. 
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Looking at Our Domestic Economy 
And International Repercussions 


By HENRY C. ALEXANDER* 
Chairman, J. P. Morgan & Co., Incorporated 


Nationally known banker advances a seven point program 


the Middle East, 


we should undertake to make clearer our position regarding 
and counsels 
in the domestic economy since international tensions 


moderation and restraint 


“make it 


imperative that we avoid excesses and build up reserve 


strength.” 


In listing measures to safeguard our security, 


national welfare, and freedom, Mr. Alexander advises: we can- 


not abdicate to the United Nations; a real 


“crash” program 


to aid Western Europe’s economy, including opening the Suez; 

postponing doing too much too fast and on too much credit; 

we support Federal Reserve’s efforts against rampant inflation, 
and not lessen the Federal Reserve’s independence. 


As I approach the 
this discourse—and it 
true with almost any 
ject—I cannot escape casting it 
in the dark- 
ening world 
scene of the 
past £6 w 
weeks. What 
happens on 
that scene wili 
be decisive in 
determining 
many ques- 
tions apout 
our future in- 
cluding our 
economics anc 
our money — 
whether 
money will be 
tight or easy, 
dear or cheap. whether we shali 
have inflation or deflation or can 
pursue a sound, prosperous, and 
peaceful growth. Money is a mir- 
ror of economic and political af- 
fairs: it catches and reflects their 
every change. After all, money is 
only a medium for the exchange 
of goods and services. Its pur- 
chasing power is not fixed but is 
measured by prices; its quantity 
changes with our fiscal and 
credit policies, its base and price 
in terms of gold can change and 
have changed, its form is varied, 
it will nervously run into or out 
of a country, go into savings and 
come out of them —an elusive, 
temperamental substance. No won- 
der it confounds the philosopuers 
and puzzles us all. But this much 
can be predicted with certainty 
about money—it responds sensi- 
tively and quickly to economic 
events and political decisions. 


subject of 
would be 


other sub- 








Henry C. Alexander 


economic 
political 


Large 
laree 


events and 
decisions, grave 
ones, seen: to be in the making. 
How will our money respond to 
them? What will be their impact 
on our whole economy? = Even 
more basically, what kind ol 
shape is our economy in. to 
weather whatever may be in the 
offing? 

The economy in 
all records in our 
Nearly all veneral business in- 
dices are pointing upward. We 
have maximuim employment at 
high wages, we have our highest 
output, our highest consumption 
—and the prospect is that busi- 
ness will close the year at its 
highest level. I can read you the 


1956 will break 
business history. 





*An address by Mr. 
the Executive Club of 
Dec. 7, 1956. 


Alexander before 
Chicago, Chicago, 


figures if you'd like: but my guess 
is you'll forgive me if I don’t. 

The dominant influence in 1956 
has been the tremendous demand 
for capital goods, and there have 
been estimates that this will con- 
continue and even be stronger in 
1957. Some of the consumer in- 
dustries that were slowed by 
market saturation and inventory 
adjustment during 1956 may do 
better in 1957. Notwithstanding 
record activity, prices generally, 
although rising, have not spiraled 
and run away. This all makes up 
into a pretty attractive picture, 
and I think that much of it—most 
of it—is pretty solidly grounded 
in our research and technologicai 
achievements, in our push _ for 
greater productivity to offsei 
higher costs, and broadly in that 
great American concept of better 
and better living for more and 
more people. 


Doing 


In this 


Too Much 


beautiful 
zooming domestic 
there any troubles, 
any questions at all? Is money tvo 
tight—or is living too loose? The 
old saving is that they who have 
nothing to be troubled at, will be 
troubled at nothing. Maybe it is 
just the banker's lot to trouble. 
But we do hear it asked whether 
we have been trying to do too 
much too fast and on too much 
credit. The answer is, I am afraid, 
“yes,” and plainiy so in the pres- 
ent state of the world. The un- 
certainties of a tense interna- 
ticnal situation make it impera- 
tive that we avoid excesses and 
build up reserve strength in our 
economy. We had better postpone 
some of our buying, building and 


Too Fast 
picture of a 
economy, are 
any dangers, 


porrowing. It is well to remem- 
ber that, historically, a capital in- 
vestmment »voom such as we aie 
now having has been the culmin- 
ating phase of the economic 
cycle. Yes, the time is here to 
spend less and save more. If we 
keep accelerating present pres- 
sures and loosen our restraints, 
prices will soar, we will get into 


maladjustments of production and 


consumption and excesses of debt 


well launch the economy into 
with the 
ot collapse. 
of 
we must not run the 
an American reces- 


Continued on page 106 


a spiraling orgy— in- 
aitermeth 


present 


evitable 
In the 

tional affairs, 
risk of adding 


state interna- 
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Population Growth Concepts 
And the Economy of Tomorrow 


By 


Columbia 


VICTOR 
Assistant Professor of Economics, School of Gener 
University 


R. FUCHS* 


‘al Studies 


Columbia University Economist predicts U. S. birth rate will 
begin to decline shortly; nation’s population will not be as 
large in 1975 as typically maintained; unlikely per capita will 
increase as rapidly in next 20 years as it did in the past; 
savings and capital for nation will not be at an increasing 


rate in the years ahead; 


and atomic energy and automation 


will not provide a revolutionary contribution to U. S. produc- 
tivity as commonly believed. Looking at tomorrow's economy, 
Professor Fuchs comments upon the problems of deteriorating 
educational standards, inability of market forces alone to 
check private power concentration, and our chances of getting 


innovators. 


Avers income rate of change and duration is 


more important in determining birth rate than absolute level 
of income. 


The relationship between popu- 
lation change and the economy; 
of tomorrow has two aspects. 


First, there are the changes which 
have already taken place. We all 
know that the birth rate has be- 
haved like a roller coaster in re- 
cent decades, and I shall very 
briefly trace some of the implica- 
tions of this behavior for the 
economy of tomorrow. Then, there 
is the more interesting and de- 


manding task of talking about the 
population changes which may or 
may not take place in the future. 
This will lead to a discussion of 
rates of change in income and 
productivity, and finally to an 
examination of the basic sources 
of economic growth. 


TABLE I 
Live Births in U. S. 1921-1955 
Total Number Average 
of Births Birth Rate 
(millions) (per 1,000) 
1921-1925° 12.6 22.4 
1926-1930* 11.3 19.7 
3931-1935* 10.9 ET 2 
1936-1940 11.3 Laos 
1941-1945 13.8 20.0 
1946-1950 17.6 24.2 
1951-1955 19.6 24.7 
*Based upon less than 100% coverage. 


Let us consider the past changes 
first. In Table I I have attempted 
to summarize the basic informa- 
tion concerning birth statistics 
during the last 35 years. We see 
that the downward trend of the 
twenties was accentuated by the 

*An address by Dr. Fuchs at the 
6th Annual Dean’s Day Homecuinsiing, 
New York University School of Com- 


merce, Accounts, and Finance, Dec. 1, 
1956. 


depression, that there was some 
recovery during the war years, 
and that the past 10 years have 
witnessed a boom of simply tre- 
mendous proportions, both in 
absoluie and relative terms. It is 
interesting to note also that the 
most recent five years actually 
show an advance over the more 


immediate postwar period. 


Business Future 
What do these figures tell us 
about the future? First, they give 
businessmen some idea of the size 
of the potential market at various 
stages of life. If your product 
needed by babies and young 
children, you probably are riding 
the crest of the biggest boom in 
history. If the teen-agers are your 
market, you can look forward to 
some wonderful business in the 
decade ahead. The figures show 
us why the marriage rate has been 
falling in recent years, and why it 
is likely to continue to be low 
for several more years. Looking 
still further ahead, we can see the 
basis for another tremendous 
housing boom in the 1970's. 

As parents and citizens, the 
figures may shock us into realiz- 
ing that an educational plant and 
staff geared to the demands of 
recent years will be woefully in- 
adequate to cope with what lies 
ahead. Some people believe that 
the schools are already over- 
crowded, but it is easy to see that 
the full brunt of the recent 
population upsurge has not yet 
made its impact. In order to meet 
the coming need for teachers, for 
example, 50% of all college grad- 
uates in the next 10 years would 
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ave » ente eaching. The er- 
ove ale ] recent yéal na 
les he 20%. Given cor d 

igh employment and demand 
the private sectol of out econ- 
omy, it is difficult to see how wi 
can avoid a serious deterioration 
j educational standards. That 
this may have erious conse- 
quences for the economy of the 
“day after tomorrow” is an 
cminous, if not obvious conclu- 
s10n 

This game of projecting the fu- 
ture impact of recent changes 
could be pursued _ further but 
rather than do that, I would like 
to turn now to the question of 
what will the birth rate be like in 
the years ahead. 

Most recent discussions of the 
economy of tomorrow uSually be- 
gin with the assertion that the 
high birth rate of recent years will 
continue. This is often stated al- 
most as an article of faith, like 
belief in God or Country, and not 
open to guestion. More cautious 
souls fall back on reference to the 
Census Bureau projections, which, 
you must realize, are merely ex- 


ercises in arithmetic. 
go you see any 


Very rarely 
theoretical discus- 
sion of why the birth rate has 
been so high in recent years, or 
any attempt to weigh the factors 
which may bring about changes 
n the birth rate. But it is precise- 
ly such considerations which must 
enter if you are going to make 
predictions about future popula- 


tion change. Neither statements 
of faith, nor mechanical projec- 
tions with all assumptions stated 


but on preference among assump- 
tions indicated, are satisfactory. 
Prediction, which I am now fool- 
hardy enough to attempt, involves 
explicit or implicit recourse to 
theory. 


Birth Rate te Turn Down 


It is my belief that the birth 
rate will turn down shortly, and 
that the population of the United 


States will not continue to in- 
crease at as fast a rate as in the 
past 10 years, nor will it be as 


large in 1975 as the typical opti- 
mistic speechmaker would have 
us believe. 

This prediction rests upon two 
theoretical considerations. The 
first concerns the timing of births. 
I believe that part of the high 
birth rate in recent years consists 
of “‘business borrowed from the 
future.” Let me give you an ex- 
ample close to home—my home. I 
have three children, all born 
within the past five years. My 
wife was 26 when the third was 
born. My next door neighbors 
have three children, the wife is 
new 28. The tamily across the 
street has three children. She is 
27. And so on. No wonder the 
birth rate has been high. For. at 
the same time that these girls in 
their 20s have been shuttling back 
and. forth between the delivery 
room and. home, their sisters in 
the age group 30 to 40 have also 
been completing their families, 
families which in many cases were 
delayed by World War II. 


Unrealistic Census Projection 


Please do not think that I am 
basing this case on a sample of a 


few tamilies. Rather, I am using 
them to illustrate a_ theoretical 
point which is of some signifi- 
cance. The Census projections. 


which assume birth rates for each 


female age group independently 
of the number of children these 
women have already had, seem 


to be very unrealistic. This point 
has been developed at some length 
by Pascal Whelpton in an article 
which deserves careful study (The 
Conference Board “Business Rec- 
ord,” August 1956). Whelpton es- 
timates that the catching up of 
postponed births and the advanc- 
ing of timing of births by young- 
er girls appears to have swelled 
the number of births during 1946- 
1955 by between 3,500,000 and 4.- 
500,000. He also presents a method 
of estimating future births. which 
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Observations... 


By A. WILFRED MAY 
YOU AND YOUR COMPANY* 























The importance of the relationship of the stockholder to his 
company is being constantly enhanced through the vast increase 
in the number and diffusion of shareholders. 


This population’s size now establishes it as one 
of the major ments of the community; while 
its makeup highlights the problems surround- 
ing the stockholder’s status stemming from 
the separation cf corporate ownership from 
control. 
During 


seg 


four years, according to 
a recent census by the New York Stock Ex- 
change, the number of the nation’s stockhold- 
ers has grown by more than 2 million to 8,630,- 
000 people—a 33% increase. A full million of 


the past 


this increase occurred last year. 
Manifesting the democratization process, 
two-thirds of all shareowners now have in- 





cornes of under $7,500 a year: with the median 
income at $6,200 compared with $7,100 in 1952 


Nomen outnumber men. 


A. Wilfred May 


Management Appraisal Available to the Individual Investor 
The difficulties facing the individual investor in judging man- 
agement, in which he has an actual or prospective stake, are rem- 


edied, or partly so, by several instrumentalities. The American 
Institute of Management, a nonprofit organization, rates manage- 
ments and their boards of directors as a community service. Any 


with access to its 
buy a copy at $1 of 
thousand individusl company audits the 
Based on questionnaires embodying 301 
questions sent to 100,000 concerns, the respondents are rated in 
each of ten pertinent categories, including research and develop- 
ment, health of earnings, sales vigor, executive evaluation, etc. 

You can also get impressions of management journalistically. 
Sometimes this is done on an individual company basis, via the 
Fortune “profile” type of write-up. Or there may be group ratings, 
as in Forbes Magazine of Business, which annually evaluates the 
executive direction of major companies, giving a definite score to 
the intangible gualities of management and its policies. 

More informally and irregularly, individual volunteer repre- 
sentatives of the Minority Stockholder, as Lewis and John Gilbert, 
express opinions about management. Issued during their indefati- 
gable attendance at meetings and in their own full Annual Report, 
these expressions @re largely concentrated on ulleged abuses, as 
those surrounding compensation. 


an Associate Member. 
A nonmember may 


individual may become 
reports, at $25 per vear. 
any of the three to four 
organization produces. 


The Yardstick of Comparative Tests 

Neither the amount of profits per se, nor even their growth, 
should constitute the chief basis of appraisal. The comparative 
concurrent performances of other companies in the same industry 
should be scrutinized, for the record of profits. operating ratios, 

growth, etc. The extent of going-with-the-crowd is crucial. 
The Company Report 
The continuing basic source of stockholder 
Annual Report. While this document now increasingly suffers 
from a tendency toward over-elaborateness, over-dramatization, 
or over-simplification following the individual public shareholder’s 
desire for spoon-feeding and his inclination toward apathy; its 
potential benefits are yreat. The available statistics regarding 
operating results in various categories are indispensable for both 
market valuation and management appraisa). Also important in 
the annual report are items of information regarding improvement 
of products, the meeting of competition, labor relations, and the 

like. 

In addition to applying comparative standards in comparing 
results and judging growth, you must keep them in the trame- 
vork of the long-term view. In considering sales increases, watch 
out for the inflation windfall as the possibly controlling factor. 
Scrutinize the breakdown of products merchendised. Scrutinize 
the unfilled order figures: and the current and contemplated ex- 
penditures on plant, and replacements, and on research. 
Weigh carefully the depreciation figures, getting help on this item 
if necessary. Watch for the taking advantage of special regula- 


Continued on page 116 


enlightenment is the 


new 





"Excerpts from a lecture in the series “Your Investments” at the New 


School for Social Research, Dec. 1956. 
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Future Course 


of Toll Roads 


And Investor-Banker Confidence 


By C. CHEEVER HARDWICK* 


Partner, Smith, Barney 


Investment banker disagrees 


& Co., New York City 


with contention that Federal 


road program will prove detrimental to toll facilities, and finds 

more important the appearance of investors’ uneasiness relative 

to toll road credits. Mr. Hardwick offers suggestions designed 

to reassure investors of continuous sound management of toll 

revenue projects, although emphasizing belief that evidences 

of “questionable management has been the exception rather 
than the rule.” 


I have heard the 
pressed frequently in investment 
circles that the new Federal Aid 
Program will obviate the need for 
additional toll 
highways and 
also that it 
will prove det- 
rimental to 
many ot the 
toll tacilities 
which are 
presently in 
operation or 
under con- 
Struction. 
From what I 
have been able 
to observe 
personally to 
date, I am in- 
clined to be in 
disagreement on both counts. 


opinion ex- 


C. Cheever Hardwick 


Federal Road Program No Threat 

I am far more inclined to be- 
lieve that in more cases inan not, 
the Federal Aid Piogram wil pro- 
vide direct benefits :or toll roads, 
and that ii we inciude 1n the term 


“toll roaas” such toll tacillues as 
river crossings and tnelr = ap- 


proaches, 1:@€u0pOiran by - paSses 
and expressways in densely popu- 
later areas. their needa snouid be 
advanced ratner than retaraed by 
the kederai program. ‘lnere cei- 
tainly has been no disposiuon evi- 
oenced inus tar lO avaliaon any 
soundiy conceived projects Of iUiat 
Nature which apprcar mecet 


LO Late 


requirements tor a seli-iiqguidac- 
ing enterprise. 

“he quesuon that is of more 
concern to Me at tue MumMment is LO 
what exient and Oi) What terms 
the necessary tuinds wilt ve avall- 
able to tinance the new motor ve- 
hicie toil projects wnicn can ve 
qaemonstraved lo be economically 
justifiabie and ior wmicn a aeii- 


nite need exists. 

As you are all aware, present 
money Market conditions are ex- 
ceedingly tight. 1 doubt very much 
that 1. wouid be possibie under 
existing circumstances lo finance 
any major toll facilities by means 
of revenue bonds upon reasonable 
terms, Hl. In tact, such tinancing 
could be eitected at all. However, 
money market conditions change, 
and tunis condition in iWselt may 
be regarded temporary ratner 
than iundamental in tne planning 


as 


Of additional toil roads or othe. 
necessary public improvements. 
The concern to which I referred 


retiects a growing attitude of un- 
easiness reiative to toll road cred- 


its on the part of Investors which 
may prove to be a factor of equal 
Imporrance. and of a more per- 


manent nature. 


Investor Uneasiness 
Uncertainty in the minds of 
vestors as to the elfect the new 
Federal A Hignway Prograin 
on toll roads has undoubtedly con- 


in- 
ol 
id 


tributed some degree to that 
uneasiness and to tie weakness 
im markets for toll read bonds. 
However, as the public has be- 
come better informed regarding 
the Federal program, that particu- 


lar influence has. | believe, tended 


to diminish in importance. Inci- 
dentally, the interview with Com- 
missioner Curtiss that was pub- 





*An address by Mr. Hardwick before 
the 24th Annual merting of the American 
Bridge, Tunnel and Turnpike 


Associa- 
tion, Inc., Wichita, Kansas. 





lished in the “U. S. News and 
Werld Report,” which received 
wide circuiation, was, l think, par- 
ticularly helpful in that respect. 
he disappointing experience 
of certain toll roaas in attracting 
truck traffic has also been a fac- 


tor of importance and has caused 
many bankers and investors, and 
I suspect also some traific engi- 
neers, to reconsider their eco- 
nomic appraisal of toll roads in 
general. 

However, the most disturbing 
development, to my mind, is a 


growing lack of confidence on the 
parts ot both bankers and inves- 
icrs in one of the most important 
aspects of any type of business 
venture, namely, management. 


Trustworthy Toll Road Managers 

One of the basic precepts of the 
authority method of financing and 
operating public service enter- 
prises has always been the theo- 
retical divorcement of manage- 
ment from politics. Unfortunate- 
ly during the recent months a 
number of events have occurred 
which have resulted in a definite 
undermining of investor conti- 
aence in that respect whicn, in 
turn, may well prove to be of last- 
ing detriment, in my opinion, to 
the financing of toll facilities and 
similar pubiic enterprises in the 
future. 

At the time of the financing of 


a new toll facility, bankers and 
investors are in a= position to 
judge the then existing manage- 


ment and.to determine whether or 
not the authority or commission 


to whieh they are considering 
lending millions of dollars is in 
capable and trustworthy hands. 


Thereafter all control of manage- 
ment passes from the hands of the 
investor except to the extent that 
provision for approvals by quali- 
fied engineering consultants rela- 


tive to the expenditure of con- 
struction funds, the legal obliga- 
tion to levy adequate tolls, the 


preparation of annual budgets and 
so forth are written into the bond 
iidenture. 

Theoretically, the 
watchdog for the 
trustee. However, 
cver Management contained in 
the usual trust agreement of the 
past are limited and I suspect that 
there may be desire on the part 
of investors to strengthen and ex- 
pand them in the future. 


constant 
investor is the 
the controls 


Restoring Investor Confidence 
I am not prepared at the mo- 


ment to discuss in detail the pos- 
sible changes of that nature which 
may be demanded by buyers of 
toll road bonds in the future. 


However, some of them might 
well He in such categories as 
firmer control over the appoint- 
ment of successor engineering ex- 
perts; the appointment of inde- 
pendent engineers on behalf of 
the bondholders to approve the 
disbursement of construction 
funds; tighter control over revi- 
sion of tolls: and perhaps even 
some manner of control over the 
auality of management. 


I recognize that to many of you 


any such considerations must have 
the appearance of a distasteful ar- 


rogation of power, or at least an 
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unwelcome interference with the 
normal functions of management. 

However, in financial circles, 
good security is a matter of char- 
acter, as well as intrinsics. Good 
faith on the part of the borrow- 
er, and a demonstrated desire to 
fulfill his commitments morally 
as well as legally are vital to the 


continued availability of credit 
upon favorable terms. At least 
one thing seems certain at this 


point in that respect. If such ad- 
ditional controls do prove neces- 
sary to obtain the revenue bond 
financing of certain toll facilities 
in the future, the responsibility 
will not lie with the bankers, the 
engineers nor the lawyers. The 
primary cause will be political in- 


terference with sound business 
management. 
In closing I wish to state em- 


phatically that I believe evidences 
of questionable management of 
toll facilities has been the excep- 
tion rather than the rule: but I 
would also like to echo the warn- 
ing expressed by President Wede- 
king. At the Spring meeting of 
this Association, Mr. Wedeking 
said, in part, *... the fundamental 
element of safety is to have Au- 
thorities of integrity to adminis- 
ter the job. One job poorly done 
by any toll facility Authority 
anywhere in the United States 
is a great injury to every toll Au- 
thority in the United States. We 
have got to have integrity in this 
thing. And the first time we fail 
to realize that, we have done our 
cause an irreparable injury. That 
is fundamental, gentlemen.” 


With Hanan, Kiebler 

(Special to Tur FINANCIAL CHRONICLE) 
SAN FRANCISCO, Calif.—John 
M. Stine has become associated 
with Hanan & Kiebler. He was 
formerly with La Montagne & Co. 
and prior thereto 
in Colvin & Stine. 
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Steel Production ces 
The Electric Output 
Carloadings 
State of Trade |-....%2! i 
e Commodity Price Index 
Food Price Index 
and Ind t Auto Production 
us ry Business Failures 
An increase in the output of in mid-November. Hourly earn- 
automobiles, coal and_ electric ings rose 1 cent to $2.03. 
power lifted total industrial pro- The report said that although 
duction the past week and it con- total employment went down in 
tinued to reflect a moderately mid-November, it was still at a 
higher level than the similar record high level for the month. 
period a year ago. Almost the entire drop occurred 
Electric power _ production jin agriculture with end of harvest- 


reached a record peak 
as cold weather in many regions 
prompted the use of electric 
heaters. The most noticeable year- 
to-year gains occurred in the 
South Central and Pacific South- 
west regions. 

A step-up in overtime schedules 


last week 


resulted in a 29% rise in auto- 
motive output and brought pas- 
senger car production to the 
highest level so far this year. 


However, the output of cars and 


trucks was 15% under that ol 
the similar 1955 week. 
tion reveals that unemployment 


The current employment situa- 
claims declined fractionally but 
exceeded those of last year by 
4%. There was some new unem- 
ployment in food processing, ap- 
parel and construction industries. 

Total employment dipped 900,- 
000 to 65,300,000 in mid-November 
from a month before, the United 
States Departments of Labor and 
Commerce reported. 

Unemployment rose 


sharply 
550,000 to 2,460,000. 


Sarnings of factory workers 
reached new records in miad- 
November. The joint report said 


weekly 
cents 


earnings 
from 


advanced 21 
mid-October to $82.42 
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prices during 1956, appr 
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tion of thirty-two projects financed by revenue bonds. 
Favorable and unfavorable factors effecting these 
issues are discussed. Included is a table showing bid 
‘oximate yield and comparison 
of equivalent vields of taxable investments. 
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ing operations in many areas. 

However, non-agricultural em- 
ployment did not show its usual 
November pickup, but non-farm 
employment of 52,400,000 in mid- 
November still topped last year’s 
total by 1,200,000, the report 
stated. 

The growing crisis in steel plate 
supply is generating more pres- 
sure for some form of voluntary 
allocation. But counter-pressure 
against allocations is coming from 
steel mills and some top policy- 
makers in the Eisenhower Admin- 
istration, states “The Iron Age,” 


national metalworking weekly, 
this week. 
Meanwhile, the pressure for 


higher steel prices mounted still 
further the present week follow- 
ing a 9'5 cents per pound increase 
in the price of nickel. Stainless 
steel producers will be hard put 
to absorb this price advance. Odds 
favor a boost in stainless prices 
after turn of the year. 

The tug-of-war in plates is an 
outgrowth of the Suez Canal shut- 
down and the cutting of a major 
oil pipeline. The resulting Euro- 
pean oil shortage calls for a step- 
up in oil tanker construction, re- 

Continued on page 101 
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Business Situation znd Outlook 


By EZRA SOLOMON* 


Professor of 
University 


Associate 


Finance, 


School! of Business, 


of Chicago 


Adding up the total outlook for next year’s third quarter, rec- 
ognized Chicago Economist envisions it will increase to 
$433 billion with a corresponding rise in persona! income— 
assuming present events do not lead to war; and, looking fur- 
ther ahead, would not be surprised if $500 billion economy ex- 
pected in 1965 will be achieved in 1960—taking a minimum, 


inevitable, secular price rise into account. 


In scrutinizing a 


view held that industrial production decline could be expected 


in 1957, Professor Solomon contends: 


capital expenditures 


and formation is not too high or difficult to meet, inventory 
liquidation will not act as a deterrent to high production rate 
next year, and economy now is in a stronger position than it 


was a year ago. 


Examines monetary policy, built in price 


rigidity, and does not favor abandoning independent Federal 
Reserve general control. 


Recent Developments 


since World War II, the Aimeri- 

1 economy has been subjected, 

four times, to significant declines 

i” one or more important seginents 
»¥ demand. 
Ech time, cff- 
ttin-¢@ 
stcengtl in 
»yther seg- 
ments oF 
f-mand has 


m evented a 
serious 


ne in aggre- 


Zi.te activity. 

Tous, instead 

» cumulative 

recessions, we 

have experi- 

>1ced what Vl 

ve come to Prof. Ezra Solomon 


»- called ‘roll- 

ic-£ readjustments.” The fall-of! 
‘ total activity during these re- 
1 justments has become progres- 
sively milder. The one we have 
just had even rolled uphill a little! 
ooking forward in later 1955, 
tine Outlook for 1956 presented a 
pi_zzling mixture of offsetting 
fo-ces. Looking back in later 1956, 
sconomic developments in the 
year just past still present some 
ovzzling aspects, especially with 
respect to monetary policy and 

or ces. 
‘She bulk of the recent readjust- 
ment took place within the indus- 
al and construction sectors of 
economy. Between the 3rd 
ye arter of 1954 and the 3rd quar- 


rriq 





An address by Professor Solomon be- 
fou: Executive Program Club of Chicago, 
it! 101s. 





ter of 1955, we had a dramatic 
increase in business activity. This 
was gencrated principally by 
rapid increases in consumer ex- 
penditures on construction and 


business 


and Cx- 
itory. Increases 


durable voods, 
penditures on jnve 


in these three clements of demand, 


which together comprise about 
10% of Gross National Product, 
accounted directly for over 50% 
of the rise in gross product, and 
indirectly for a good part of the 
remaining 50-. Demand from 
these sources reached a peak in 
late 1955 and then began to de- 
cline fairly rapidly. This decline 
was offset by an equally rapid 


increase in business expenditures 


for construction and equipment. 
What we have had is a rapid 
transfer of productive resources 
from the consumer investment 


sector to producer invest- 


goods 
ment goods. 

The interplay of these offsetting 
forces had a number of results, 
some of which were anticipated 
and some not. 

(1) Over-all activity in the 
manufacturing and construction 
sectors has been remarkably stable 
since last September. Excluding 
July, because of the steel strike, 
the monthly index of industrial 
production has been within 1% of 
its average valuc of 142.5 during 
the past 12 months. 


(2) Within the stable over-all 
total, there have been powerful 


readjustments in sales, production, 
employment, financing and profits. 


Automobile sales fell from a 7!» 
million rate in late 1955 to a 6 
million rate, and production fell 





A 60-Page Booklet &xplains 


OVER-THE-COUNTER MARKET 


America’s Oldest and Largest Security Market 


If you are an investor you will appreciate this booklet listing 
hundreds of Over-the-Counter issues on which consecutive cash 
dividends have been paid from 5 to 172 years, as well as en- 
regarding 


lightening information 
portant market. 


This booklet is offered as a public service by the 


NEW YORK SECURITY DEALERS ASSOCIATION 


the largest 


ards of business ethics. 


A copy of the booklet explaining the Over-the-Counter Market 
may be obtained by sending 25¢€ in coin or stamps to 


' 


the Over-the-Counter 





—=___— 
- 


trade organization of 
dealers. This Association's stated purpose is to uphold fair and 
equitable principles of trade and to maintain the highest stand- 


NEW YORK SECURITY DEALERS ASSOCIATION, 42 Broadway, New York 4, N. Y. 


Encl ‘ pleu tind 5¢ to cover mal 
Market 
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the procedure in this im- 


leading Over-the-Counter 


ing charges for 


sending me the boc klet 


State 
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even more sharply. Residential 
housing starts dropped nearly, 
20%. On the other side of the 


picture, machinery and instrument 
manufacturers and. the heavy con- 
struction sector enjoyed rapid in- 
creases. 

(3) In the final quarter of 1956, 
recovery in the automotive sector 
to a 7 million production rate 
will push the level of industrial 
activity out of the stable zone it 
has experienced and into new 
high levels. 

These developments could have 
been anticipated and were antici- 
patcd. In terms of Gross National 
Product, they implied only a 
modest rise in 1956 of $3 billion 
or so above the capacity level 
reached in the last quarter of 1955. 


On the basis of the revised esti- 
mate of $402 billion for tie last 
quarter of 1955, this should have 


meant an average gross product of 
$405 billion in 1956. The actual 
level for 1956 will be about $41] 
billion. Most of the extra $6 billion 
has come from a widespread in- 
crease in prices that was not an- 
ticipated. Thes widespread in- 
creases OcCurred in _ spite of 
continued restrictiveness in mone- 
tary and fiscal policies. They took 
place in an environment in which 
there was no demonstrable exces: 
in the level of aggregate demand 
relative to aggregate capacity. 
30th these matters require atten- 


tion, as they have an important 
bearing not only on the outlook 
for 1957 but for the long-run fu- 


ture. 


The General Outlook 


The major uncertainty regard- 
ing 1957 is no longer an economic 
one. We have been in the shadow 
of war. We have to assume that 
recent events will not lead us to 
war: but all that has happened in 
the last two weeks, both at home 
and abroad, will have effects that 
we cannot assume away. — 

The economy today is in a 
stronger position than it was a 
vear ago. At that time, there was 


clear-cut evidence of a number 
of weaknesses, especially in the 
cutloox tor autos, housing and 


farm income. There was also soine 
reason to expect a slowdown in 
inventory purchases. If this slow- 
down occurred at the same time 
as the decline in the weak sectors, 
this could easily have lead to a 
downturn in activity. 

Today, there is no such clear- 
cut evidence of an inevitable de- 


cline of any importance in any 
sector of demand... Even. farm 
income is likely to rise in 1957. 
There are, of course, the usual 


uncertainties, and as usual, some 
people have already begun to in- 
terpret these on the bearish side 
of the range of possibilities. 
According to this interpretation, 
the current level of industrial pro- 
duction is being supported by four 


temporary factofs: (1) an- unsus- 
tainable level of capital goods 
production, (2) the effect of the 


steel strike, especially on inven- 
tory policy, (3) a possibly tem- 
porary outburst of activity in the 
automotive sector, (4) a possibly 
temporary recovery in new ‘orders 
in the textile sector. These factors 


are expected to disappear’ by 
January 1957. According to one 
of the widely-used professional 


forecasting services, we should ex- 
pect a decline in industrial pro- 
duction after the first of the year. 
Paced by a fall-off of 10 to 15% 
in the capital goods sector, indus- 
trial production will fall from its 
year-end rate of 148 or so down 
to about 136 by next September. 


Capital Goods 
Let us examine this argument, 


beginning with the outlook for 
capital expenditures. Bearish 
opinion in this sector is based 


on the following observations. We 


have already added prodigiousl, 
to our productive capacity. Ex- 
penditures for new plant and 


Continued on page 106 
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~ From Washington 
| Ahead of the News 


= By CARLISLE BARGERON 
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retirement 
State and the 


is Cifficult io believe that the 


Under 


$9 but it 
Hoover, 


It may be 


of Herbert Jr., as Secretary of 


appointment of Chris Herter in his place presages a new spending 
of 


Asia. The 
is that that is what it 


current out 


means. 


spree in Europe and 


Washington 


propaganda 


It follows upon the carefully laid ground- 
work that President Eisenhower is determined 
the 
image—which he, 
that he 
members of 


to do Republican party over in his own 


confirmed— 
from certain 
the Republican 
anywhere it had 


himself, has 

trouble 
but if 
get 


leadership blindly. 


will have 


his party 


party ever expects to 
his 
upon 
that 


world 


better follow 
It follows 


propaganda 


the 
has 


lectures from same 


forces this been 


its 


country 


negligent in leadership and must 


and act boldly. 
I have thought 


about Eisenhower's 





the 


over 


that propaganda 
making the Repub- 
referred mostly to 
domestic affairs such as ‘“‘liberalism” to outdo 
the “liberalism” of the New Dealers. But the 
wave of propaganda about what Herter’s displacement of Hoover 
means is, indeed, something else. 

We being told the pundits, the 
iewspapers and radio commentators, that Eisenhower, having left 
all things foreign to Dulles, didn’t know how much our foreign 
policy had run down, how much our global leadership had lagged, 
until Dulles’ illness when he, Eisenhower, because of Hoover's 
so-called ineptness, had to take hold personally and then for the 


Carlisle Bargeron 


lican party in his image 


are by so-called liberal 


first time, realized how faulty we had been. So Chris Herter, 
an internationalist from the bottom up, an ingrained _ inter- 
nationalist from childhood, having been born in France, the 


man who had a lot to do with putting over with Congress the 
Marshall Plan, is returning to the scene and that this betokens an 
entirely cifterent approach on Eisenhower's part to world affairs. 
It means, we are being told, a much broader Marshall Plan for 
Europe, a spending plan for the Middle East and a spending plan 
for Asia. It means, so we are being told, Aswan Dams everywhere. 

I doubt that the exchange of Under Secretaries of State, in 
itself, means any such thing. That Herbert Hoover, Jr., was any 
hindrance in Eisenhcower’s foreign policies seems to me to be 
ridiculous. What is more likely, in my opinion, is that his resigna- 
tion is being used as propaganda in a tremendous pressure on the 
part of internationalist forces to throw our Treasury open to 
foreign nations. And I am far from convinced that this pressure 
will not be eifective on the President. 

If it should be effective, if something of this sort is to be 
a part of a “bold” assertion of our global leadership, and a part 
of his program making the Republican party into his own 
image, then he has underestimated the opposition he will have 
in his party. It won’t be confined to the three or four Senators 
he has occasionally mentioned. 


of 


For example, I know of another Senator, Capehart of Indiana, 
who doesn’t consider himself opposed to Eisenhower at all. In 
fact, he is a team player and although he was opposed to both 
World War I and II and a great admirer of Bob Taft, the two 
wars happened and Bob Taft is dead, and he believes in dealing 
with conditions as he meets them. In his recent campaign he 
frequently expressed admiration for Eisenhower. But he also 
got a great response every time he said he intended to continue 
his fight to put foreign aid on a loan basis. 

Other Republican Senators said in their campaigns that they 
be a realistic 
the 


Congress. They recalled the tremendous pressure against continued 


had every reason to believe there would more 


approach to the problem of foreign aid at next session. of 
foreign “give-aways” which they experienced at the last session. 
They pointed out that the President had created a commission 
headed by Clarence Randall to make a broad study of the question. 
that the 


recent course of events necessitates some relief to European coun- 


Now, while these gentlemen undoubtedly reason 


tries,.such, for example, as passing up the interest payments on 


the British loan, it is scarcely conceivable to me that they will 


go, by way of supporting moderate or Eisenhower Republicanism, 
for any opening of the Treasury doors as the internationalist 


propagandists now tell us is in the making. In fact, if anything 


like this is in President Eisenhower's thinking, it is my conviction 
he will need more than a new and sympathetic Under Secretary 


of State. 


He will need a new Secretary of the Treasury. 
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Interest on the Bonds is exempt, in the opinion of Bond Counsel to the Underwriters. from Federal Income Taxes under existing laws. and under the laws of the State of Tennessee, said Bonds and 
the income therejrom are exempt from taxation within said State, except inheritance, transfer and estate taxes. 


$ 163,245,000 


CITY OF 
MEMPHIS, TENNESS 


9%, 4%, 4.20% and 4.40G 
Electric Light Plant Revenue Bonds, Series A 


NEW ISSUE 


Dated July 1, 1956 


Due January 1, 1963-1977, inclusive, 
and January 1, 1992 





AMOUNTS, MATURITIES, 
RATES AND YIELDS OR PRICES 





$20,000,000 


Serial Bonds due January | as shown below: 














Yield 
Amount Due Rate or Price 
$2,000,000 1963 5 % 3.50% 
2,000,000 1964 5 3.60 
2,000,000 1965 5 3.70 
1,500,000 1966 5 3.75 
1,500,000 1967 4 3.80 
1,500,000 1968 4 3.85 
1,500,000 1969 4 3.96 
1,000,000 1970 4 3.95 
1,000,000 1971 4 100 
1,000,000 1972 4 4.05 
1,000,000 1973 4 4.10 
1,000,000 1974 4.20 4.15 
1,000,000 1975 4.20 4.15 
1,000,000 1976 4.20 100 
1,000,000 1977 4.20 100 


$143,245,000 
4.40% Term Bonds due January 1, 1992 





The Bonds are payable solely from the Revenues of the entire Electric System of the City after payment of Price 100% 

the reasonable expenses of operation and maintenance thereof on a parity with the presently outstanding Plus accrued interest from January 1, 1957. 
Electric Plant Bonds of the City in the principal amount of $1,557,000. The Bonds are not general obliga- 
tions of the City and no holder thereof shall ever have the right to compel any exercise of the taxing 


: £ the City av th imcinal of anid Reuile a Principal and semi-annual interest, July 1, 1957 and January 1 
powers of the City to pay the principal of sai onds or the interest thereon. and July 1 thereafter, payable at the principal offices of National 
Bank of Commerce in Memphis, The First National Bank of 











The Bonds are to be issued to finance the costs of construction and acquisition of certain improvements a Tes Union — ge a ey 

o,e . . ve —_ * Memphis, ennessee¢, or at 1¢ principa omce oO nemica orn 

and additions to and extensions of the Electric System of the City, consisting generally of a steam-electric Exchange Bank, New York, N. Y., or at the principal office of 

generating station and related equipment, including facilities necessary to integrate said station into the Continental Hlinois National Bank and Trust Company of 

Electric System, certain miscellaneous distribution and transmission facilities, and the purchase of certain Fag i — 5 the or = agp ek senor 

a ° e = ite . - ngio Nationa ank, an rancisco, UCalliornia, a e option 
transmission and distribution facilities from the Tennessee Valley Authority. af the hold. 


National Bank of Commerce in Memphis, Memphis, Tennessee, 
The Bonde maturing on and after January 1, 1968 are callable as a whole on January 1, 1967 at a call price of 104 Trustee of the Bond Fund and Construction Fund Account. 

end accrued interest, and thereafter, at the times and call prices, as stated in the Oicial Etaement. The Bonds metering The Bends may be issued as Coupon Bonds in $1,000 denom- 
on and after January 1, 1968 are callable, in part, in inverse order of maturities and by lot within a maturity for inations or as fully Registered Bonds without coupons in denom- 
inations of $1,000 or any multiple thereof. Coupon Bonds may be 
exchanged for Registered Bonds without coupons and vice versa. 


Sinking Fund and Redemption Fund purposes on January 1, 1963, at a call price of 102 and accrued interest, and 
thereafter, at the times and call prices, as stated in the Official Statement. 


The Bonds are offered when, as and if issued and received by us, and subject to the approval of legality by Messrs. Wood, King & Dawson, New York, N. Y., 
Bond Counsel to the City of Memphis, Tennessee and Messrs. Caldwell, Marshall, Trimble & Mitchell, New York, N. Y., Bond Counsel to the Underwriters. 


The offering of the Bonds is not made hereby, but only by means of the Official Statement of the City of Memphis, Tennessee, copies of which 
may be obtained in any State in which this announcement is circulated only from such of the undersigned as are registered dealers in such State. 


Salomon Bros. & Hutzler 


Smith, Barney & Co. Blyth & Co., Inc. Halsey, Stuart & Co. Inc. J. C. Bradford & Co. 


Equitable Securities Corporation 
Kuhn, Loeb & Co. Lehman Brothers Eastman Dillon, Union Securities & Co. Harriman Ripley &Co. Drexel &Co. Glore, Forgan&Co. Kidder, Peabody & Co. Goldman, Sachs & Co. 


White, Weld &Co. C. J. Devine & Co. B. J. Van Ingen & Co. Inc. Shields & Company Stone & Webster Securities Corporation John Nuveen & Co. Phelps, Fenn & Co. 


(Incorporated) 


Bear, Stearns&Co. R.W.Pressprich&Co. F.S.Smithers&Co. Allen& Company A.C. Allyn and Company Blair &Co. Alex. Brown&Sons_ IraHaupt&Co. Hemphill, Noyes & Co. 


acorporated ncorporated 


Hornblower & Weeks Ladenburg, Thalmann &Co. Carl M. Loeb, Rhoades& Co. F.S. Moseley &Co. Paine, Webber, Jackson & Curtis Reynolds&Co. L.F. Rothschild &Co. Dean Witter & Co. 
A. G. Becker & Co. R.S. Dickson & Company Wertheim & Co. American Securities Corporation Bache&Co. Bacon, Stevenson& Co. Jack M.Bass& Company Herman Bensdorf & Company 


Incerporated Incorporate 


Braun, Bosworth&Co. Clark, Dodge & Co. Coffin& Burr Cumberland Securities Corporation Dominick & Dominick FrancisI. duPont &Co. Estabrook & Co. 
Incorporated I 


ncorporsted 


First of Michigan Corporation 
Gregory & Sons Hallgarten & Co. W. E. Hutton & Co. Lee Higginson Corporation Leftwich & Ross C. H. Little & Co. Mid-South Securities Co. W. H. Morton & Co. 


Incorpormed 


The Robinson-Humphrey Company, Inc. Schoellkopf, Hutton & Pomeroy, Inc. Shearson, Hammill & Co. Stroud & Company Tripp & Co., Inc. Tucker, Anthony & R.L. Day Webster & Gibson 
Weeden & Co. Wood, Struthers & Co. Baxter& Company William Blair & Company Central Republic Company F. W. Craigie & Co. Dick & Merle-Smith First Southwest Company Goodbody & Go. 


(Incorpor 


Hayden, Stone & Co. Hirsch&Co. E.F.Hutton& Company The Illinois Company Jones, Kreeger & Hewitt Kean, Taylor&Co. W.C. Langley &Co. Stern Brothers&Co. G. H. Walker & Co. 
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Dealer-Broker Investment 
Recommendations & Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 





AF-GL Views With Interest—Quarterly dealing with edvertis- 
ing and public relations “Editor,” Albert Frank-Guenther 
Law, Inc., 121 Cedar Street, New York 6.N. Y. 

Atomic Letter (No. 23)—-Comments on additional Canadian 
uranium contracts, atomic merchant ship program, progress 
in atomic chemistry with items on Westinghouse, El Paso 
Natural Gas, American Machine and Foundry, Foote Mineral 
Company and Newport News Shipbuilding end Drydock Co. 
—Atomic Development Mutual Fund, Inc., Dept. C. 1033 
Thirtieth Street, N. W., Washington 7, D. C. 

Building for the Future—Leaflet describing plun for accumula- 
tive investing in shares oi Eaton & Howard Balanced Fund 
and Eaton & Howard Stock Fund—Eaton & Howard, Inc., 24 
Federal Street, Boston, Mass. 

Burnham View — Monthly investment Ictter Burnham and 
Company, 15 Broad Street, New York 5, N. Y. Also avail- 
able is current Foreign Letter. 

Canadian Business Review 
nomic news and trends—Bark of Montreal, Montreal. Que., 
Canada, and 64 Wall Street, New York 5, N. Y. 

Equities for Investment—List of 176 common stocks—Bruns, 
Nordeman & Co., 52 Wall Street, New York 5, N. Y. 

Federal and State Transfer Taxes 
Federal and State Stock original issue and transfer tax rates 


Monthly report on Canadian eco- 


Z00klet giving current 


Registrar and Transfer Company, 50 Church Street, New 
,ork 7, N.Y, 

Holidays in the United States, Alaska. Canal Zone, Guem, 
Hawaii, Puerto Rico, Virgin Jslands, 1957—International De- 
partment, Manufacturers Trust Company. 55 Broad Street, 
New York 15, N. Y. 

Income Bonds — Tax Status 
Broadway, New York 4, N. Y. 

Japanese Stocks — Current information — Yamaichi Securities 
Co., Ltd., 111 Broadway, New York 7, N. Y. 

Look Into 1957 3uiletin—Hirsch & Co., 655 Madison Avenue, 
New York, N. Y. 

International Oil Shares—Bulletin—Herzfeld & Stern, 20 Broad 
Street, New York 4, N. Y. 

Over-the-Counter Index—Fclder showing an up-to-date- com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stocks 
used in the National Quotation Bureau Averages, both as to 
yield and market performance over a 13-year period — 
National Quotation Bureau, Inc., 46 Front Street, New 
 ~eork 4, A. Y. 

Pocket Guide for Today’s Investor—Pampnhlet containing lists 
of selected securities tor income, growth and _ trading 
Harris, Upham & Coa., 14 Wall Street, New York 5, N. Y. 


) 


3ulletin Vilas & Hickey, 26 


Public Utility Common Stocks 


Securities Diary 











Koehring Company. 








DEALERS .. . We again suggest you and your 
clients can profit in: 


Electronic Stocks 


This industry is now fourth largest in the United States. 
Electronic Association President, Dr. W. R. G. Baker, predicts 
an increase from its $9 billion sales to $15 billion by 1960. 


Along With Many Others, We Trade and Position: 


® Aerovox Corp. 
© Airborne Instr. Lab. 
© Aircraft-Radio Corp. 
© Burndy Corp. 
® Collins Radio 
® Dynamics Corp. of Amer. Pfd. 
® Electronic Associates 
© Hycon Mfg. 
© Jack & Heintz 
® Perkin-Elmer 
© P. R. Mallory 
® Sprague Electric 


TROSTER. SINGER & Co. 


fembers New Yor ty Deater Associat 


74 Trinity Place e New York 6, N. Y. 
HAnover 2-2400 Teletypes NY 1-376-377-378 
Private Wire Lo 


CHICAGO DETROIT 


HOUSTON 
CLEVELAND GRAND RAPIDS LOS ANGELES 
DALLAS HARTFORD PHILADELPHIA 
PITTSBURGH ST. LOUIS SAN FRANCISCO 


Phillips Petroleum Company 


. oe “7 _ 
mercial and Financial Chronicle .. 


Post Election Outlook for Business and Financial Markets— 


a forun covering Oil Inaustry, Metals, 

try, Rubber Industry, Chemical IndusSiry, 
i Gas Utilities. ana Electronics—G. H. Waiker 
Wall Street, New York 5, N. Y. 


Comperative figures —G. A. 


ane 


Saxton & Co., Inc., 70 Pine Street. New York 5, N. Y. 
Simplified system for recording profits, 
losses, capital gains, interest and dividends — Edward L. 
Weaver Associates—Securities Diary, P. O. Box 166, Arling- 
ton 10, Va. $2 per copy. 


Turnpike, Bridge and Other Revenue Bonds—Renort—Dean 


Witter & Co., 14 Wall Street, New York 5, N. Y. 


Aberdeen Petroleum — Repcrt — General Investing Corp., 60 


Wall Street, New York 5, N. Y. 


American Export Lines, Inc.—Memorandum—Oppenheimer & 


Co., 25 Bioad Street, New York 4, N. Y. Also available is a 
memorandum on Republic Steel Corp. 


Anchor Hocking Glass Corporation — Analysis — The First 


Boston Corporation, 100 Broadway, New York 5, N. Y. 


Barnes Engineering —Analvsis—Lapham and Compeny, 40 Ex- 


change Place, New York 5, N. Y. 


Carrier Corp.—Data—Bache & Co., 36 Wall Street, New York 
5, N. Y. Also available are data on Gimbel Brothers, Trans- 
America, United Air Lines, Baltimore & Ohio Railroad, 
Glenn L. Martin, Koppers Co., and Thompson Products. 

Christiana Securities Co.— 


-Bulletin—Laird, Bissell & Meeds, 
120 Broadway, New York 5, N. Y. 


Clark Oil & Refining Cerporation—Anealysis—Loecwi & Co., 


Incorporated, 225 Eest Mason Street, Milwaukee 2, Wis. 


Celorado Gas Company—Bu!letin—Lackner & Company, First 


National Bank Building, Denver 2, Colo. 


Controls Co. of America—Memorandum—Lee Higginson Corp., 
231 South La Salle Street, Chicago 4, IJl. 
Emerson Electric Manufacturing Company — Report — Smith, 


Zarney & Co., 14 Wall Street, New York 5,N. Y. 


first Presbyterian Church of Mason City, lowa—Bulletin—B. 
C. Ziegler and Company, Security Building, West Bend, Wis. 
International Shoe Company—Report—Thomson & McKinnon, 


11 Wall Street, New York 5. N. Y. 


Knox Corporation—Analysis—Unlisted Trading Dept., Rm. 707, 


Ira Haupt & Co. 111 Broadway, New York 5, N. Y. 
-Bulletin—De Witt Conklin Organization, 
100 Broadway, New York 5, N. Y. 


Lockheed Aircraft Corp.—Memorandum—H. Hentz & Co., 60 


3Zeaver Street, New York 4. N. Y. 


Mangel Stores—Analys:s—Winslow, Cohu & Stetson, 26 Broad- 


way, New York 4, N. Y. 


McLean Industries, Inc. — Memorandum — Kidder, Peabody & 


Co., 17 Wall Street, New York 5, N. Y. 


New York Air Brake Company—Analysis—Harris, Upham & 


Co., 120 Broadway, New York 5, N. Y. Also available are 
analyses of Vending Machine Industry, Granite City Steel, 
Union Carbide, and reports on Howe Sound Co., U. S. Ply- 
wood Corp., Royal McBee Corp., E. L. du Pont de Nemours, 
Shell Oil, Drug Industry, Atomic Energy Stocks cnd Switch 
Suggestions. 


Pan American World Airways, Inc.—Bulletin—John H. Lewis 


& Co., 63 Wall Strect, New York 5, N. Y. 
— Analysis — Laird, Bissell & 
Meeds, 120 Brcadway. New York 5, N. Y. 


Sheraton Corporation of America—Analysis—May & Gannon, 


Inc., 140 Federal Street. Boston 10, Mass. 


Signal Oil & Gas Company—Analysis—Dean Witter & Co., 45 


Montgomery Street, San Francisco 6, Calif 


Stubnitz Greene Corporation—Analysis—Van Alstyne, Noel & 
Co., 52 Wall Street. New York 5, N. Y. 
United States Rubber Co.—Analysis—-Stanley Heller & Co., 30 


Pine Street, New York 5, N. Y. 


Uranium Shares, Inc.—builetin—Cleek-Tindeli Co., Inc., Paul- 


sen Building, Spokane, Wash. 


Wallace & Tiernan—Analysis—Dreyfus & Co., 50 Broadway, 


New York 4, N. Y. 
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Joins Huey Staff 
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DENVER, Colo. — Frederick 





C. Scadding is now with L. A. 
e Huey Co., Ferguson Building. He 


was foremrly an officer of Colum- 
bia Securities Company, Inc. 


Joins Lackner Co. 


(Special to Tur FINANCIAL CHRONICLE) 


DENVER, Colo. — Charles J. 
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Heads Drive for 
United Hospital Fund 


H. Lawrence Bogert, Jr., part- 

ner in Eastman Dillon, Union Se- 
curities & Co., has been named 
chairman of the Investment 
Z3ankers & 
Stock 2.x- 
changes Divi- 
sion of the 
United Hospi- 
tal Fund’s 
77th annual 
fund - raising 
appeal. 

His appoint- 
ment was an- 
nounced by A. 

Halsey Cook, 

Vice - Presi- 

dent of the 

First National 

ha Fg nw H. Lawr. Bogert, Jr. 
chairman of the Professional, Fi- 
nancial and Insurance Group of 
volunteer solicitors for the annual 
fund appeal. 

Mr. Bogert will direct the ac- 
tivities of 150 volunteer solicitors 
who have a division goal of $225,- 
000 toward the appeal’s $3,500,000 
goal. 

Contributions will be distrib- 
uted to 80 voluntary nonprofit 
member hospitals of the fund in 
amounts based on the free and 
below-cost care each hospital 
gives to the medically needy. 


Harris, Upham Expands 
Funds Facilities 


Harris, Upham & Co., 120 
Broadway, New York City, na- 
tionwide investment brokerage 
firm with 35 offices coast to coast 
and members of the New York 
Stock Exchange, has announced 
that Howard Dean has been ap- 
pointed partner in charge of mu- 
tual funds sales to head the firm’s 
“expanded sales and service or- 
ganization designed to provide a 
clearer understanding of contem- 
porary mutual fund benefits and, 
through independent research fa- 
cilities, the specific evaluation of 
the more than 100 established mu- 
tual funds.” 


Mr. Dean pointed out that the 
expansion of Harris, Upham’s mu- 
tual fund department on a na- 
tional basis “has resulted from a 
continuing study showing conclu- 
sively, not only the popularity of 
mutual funds, but more impor- 
tantly, the maturity of this invest- 
ment method and the related need 
of a full scale research and serv- 
ice effort in its behalf.” 


W. J. Beahan Pariner 
In Lebentha!l & Co. 


Lebenthal & Co., 135 Broadway, 
New York City, known as the old- 
est house in America specializing 
in odd lot municipal bonds, an- 
nounce that William J. Beahan 
has been admitted to their firm 
as a general partner. Mr. Beahan 
beeame associated with the firm 
in 1950. 

Lebenthal & Co., is headed by 
the only woman actively engaged 
in the municipal bond business, 
Mrs. Sayra F. Lebenthal. She 
started the business together with 
her husband, Louis S. Lebenthal, 
in 1925. After the death of Mr. 
Lebenthal in 1951 Mrs. Lebenthal 
became senior partner. Recently 
she was married to I. Arnold Ross. 


With Cruttenden, Podesta 


Special to THe FInNanciat CHRO 


LE) 

DENVER, Colo. — Robert J. 
Paul has become affiliated with 
Cruttenden, Podesta & Co., First 
National Bank Building. He was 
formerly with Mountain States 
Securities Corp. 
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Chemical and Pharmaceutical 
Industry Outlook for 1957 


By JOHN E. McKEEN* 
President, Chas. Pfizer & Co., Inc. 


Chas. Pfizer head states chemical industry can look forward 
to moderate sales volume increase and relatively stable prices 
in 1957, but higher costs will produce profit-margin squeeze. 
Mr. McKeen believes more defense spending and larger foreign 
aid appropriations will decrease the likelihood that tax relief 
will help bolster profits; anticipates tight money market to 
continue for six or eight months which may temporarily 
dampen plant expansion in some segments of industry; and 
sees overseas plant investment as a way to cope with foreign 
chemical competition. 


“It was the best of times, it was 
the worst of times; it was the age 
of wisdom, it was the age of 


foolishness. . .” 


Those are 
words of con- 
traagdirc tion. 
And when 
Charles Dick- 
ens used them 
to begin his 
“Tale of Two 
Cities” nearly 
a century ago, 
he was de- 
scribing an 
era of contra- 
diction — an 
era which saw 
the emergence 





John E. McKeen of a prosper- 
ous British 

Empire, and chaos, strife and 
bloodshed in France. It was a 
world of political and economic 
paradox which has long since 


passed into history. 

And yet those same paradoxical 
phrases from the past characterize 
our own world and our own times 
this very evening, for the world 
in--which we in the chemical in- 
dustry must live and conduct our 
business also one of paradox 
and contradiction, 


is 


These are the “best of times.” 
Never before have we, as an in- 
dustry and as a nation, thrived 


with such wholesome prosperity. 
Yet, when we turn to the Middle 
East and to Eastern Europe, we 
must certainly confess that these 
are “the worst of times.” 

This is an “age of wisdom’’— 
of technical wisdom at least. 
Science has created opportunities 
for.a future of unparalleled abun- 
dance. But in the same breath we 
must also confess it as an “age of 
foolishness” — for we stand face 
to face with ideologies that would 
cast away all that peaceful science 
and industry can offer, in favor of 
economic and military plunder. 


Where do we stand now—to- 
night? In this setting of contra- 


dictory world forces, answers are 
not always easy to uncover, but 
let us—together—attempt to do so. 

It has been a good many years 
since the days when the chemical 
industry as a whole could be de- 
scribed as specialized: today, it 
is almost universal. It is now the 
basic supplier to almost every 
other industry, so that a _ pro- 
nounced uptrend or downtrend 
throughout our general industrial 


economy would, of course, be 
reflected in the long run by the 
chemical industry as a whole. 
You are all aware, I am sure, of 
both the nature and the multiplic- 
ity of these inter-connecting fac- 
tors. We supply the automobile 


industry with plastics, synthetic 
rubber, paints, and a host of other 
products. We supply agriculture 
with insecticides, fertilizers, soil 
conditioners, feed supplements, 
pharmaceuticals, and many other 


chemicals without which the 
farmer could not survive in to- 
day’s economy. I need not mul- 


tiply these examples, because it is 
not really the specific examples 
which matter in any case. What 
Mr. McKeen before 
the 35th Anrual Meeting of the Syn- 


thetic Organie Chemical Manufaciurers 
Association, New York City, Dec. 3, 1956. 


*An address by 


really counts is their vast number. 
In other words, we supply so 
many segments of the economy 
that as an industry we are not 
likely be seriously affected by 
the fortunes of any one of our 
customers: instead, an economic 
trend strong enough to exert a 
long-term effect on the chemical 
industry must first affect the 
economy as a whole. 

This proposition was well ex- 
emplified, I think, by what hap- 
pened to the chemical industry 
during the first half of this year. 
During that period, automobile 
production and sales both de- 
clined, as did a number of other 


durable goods. Home building, 
too, dipped during the first six 
months of 1956. Yet chemical 


output continued to advance, and 
by May of this year it was at the 
highest point in history. The 
isolated soft spots in the economy 
had little adverse effect: instead, 
our industry was reflecting the 
“rolling readjustment” which at 
that time was acting to stabilize 
our economy as a whole. Even 
the cutback in industrial activity 
during the third quarter of 1956, 
as a result of the steel strike, 
failed to have any appreciable 
depressing effect upon over-all 
chemical production. 


Pressures on Chemical Industry 

Thus, to predict what course the 
chemical industry will follow in 
1957, we must look for factors 
which exert pressure on industry 
as a whole. These are not hard 
to find. One of the major factors 
is the on-rushing increase. in 
world population, which affects 
not only the economy of the 
United States but that of the 
whole world as well. In our coun- 
try, it requires that we _ feed. 
clothe and house two-and-a-half 
million more Americans each 
year. That’s slightly more than 
285 new customers every hour. On 
a world-wide basis, the population 
is increasing at the explosive rate 
of 80,000 per day—as though a 
whole city as big as Springfield, 
Ill., were automatically added to 
the map every time the sun rose. 

A second such factor is the 
steady rise in the Gross Nationa! 
Product since the last quarter of 
1953. Not only has the G. N. P. 
reached a record $414 billion in 
the third quarter of this year, but 
since the end of 1955 it has been 
accompanied by declining inven- 


tories, an indication that even this 
huge output is not keeping pace 
with demand. It would also seem 
that consumers’ disposable in- 
come, now climbing rapidly to- 
ward the $290 billion mark, is 


actually being spent at an increas- 
ing rate, despite the fact that per- 
sonal savings have also resumed 
their uptrend this year. 

All this helps to explain why 
the chemical industry expanded 
its plant and equipment by $12 
billion in 1956, and why the re- 
cent American Chemical Society 
survey shows that our growth rate 
in the greatest of all manufacttr- 
ing industries. 

The factors I have mentioned 
which exert such a marked and 
easily traceable influence upon 
the entire chemical industry are 
of even more profound importance 
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to the pharmaceutical field. They 
help explain why drug industry 
sales—which have been advancing 
steadily over the past 10 years, 
with the exception of a short dip 
in 1952—can be expected to con- 
tinue to advance next year. 

This rise in drug sales in part 
reflects the increase in population. 
A continued high level of dispos- 
able income also acts to favor the 
drug industry, perhaps more so 
than a casual glance would reveal. 
People who feel that their pocket- 
books are pinched tend to visit 
their doctors less often. The result 
may be an increase in self-medi- 
cation, but it certainly brings 
about declining sales of prescrip- 
tion drugs. The family which feels 
itself well-off, on the other hand, 
treats the family doctor as a 
necessity rather than a luxury—a 
curious reaction, certainly, but a 
well-established one. 

The rise in the general level 
of health has done more than in- 
crease the population. It has also 
changed its age pattern. Modern 
drugs save lives in all age-groups, 
but their major impact has been 
felt at those ages where death 
lurks closest; in infaney and in 
old age. There are now far more 
young people and old people, in 
proportion to the middle-aged, 
than there were 10 or 15 years 
ago, and the disproportion—if that 
is what you call it—is increasing. 
Thus, the chemical and pharma- 
ceutical industries will more and 
more be called upon to supply 
new and specialized preparations 
for these growing age groups— 
new pediatric formulations for 
children, new geriatric prepara- 
tions for the elderly. In practical 
terms, this an increasing 
emphasis upon drugs against the 
degenerative such 


means 


diseases, as 


reserpine and other agents against 
high blood pressure, and protec- 
tive medications such as vitamins 
and vaccines for children. 

Inside the chemical industry it- 
self, individual companies make 
their own future through the suc- 
cess or failure of their research 
programs. Everyone in the indus- 
try is aware of this dependency 
on research, and is thoroughly 
committed to it. Research invest- 
ment in the chemical industry is 
now running at about 3% of sales. 
For the pharmaceutical segment, 
the figure is between 4 and 5%. 

Even a factor so basic as the 
increase in population is, in part, 
due to research developments of 
the chemical industry—dramati- 
cally effective new drugs, result- 
ing in a steadily rising level of 
health, and deep slashes in the 
death rates for most of the major 
infectious diseases. Thus success- 
ful pharmaceutical research 
creates more customers for its fu- 
ture products now in the test tube. 

There is a great deal more to 
come. Recent research is opening 
up whole new ways of thinking 
about both preventive and thera- 
peutic medicine, whose very im- 


plications remain to be puzzled 
out. In the meantime, we are 
far from having exhausted the 


concepts which were new to us 
only 15 years ago. In antibiotics, 
for instance, new and more power- 
ful agents are still being un- 
covered. Only recently several 
were marketed which are espe- 
cially effective in Knocking out 
certain germs which have resisted 
attack by all other’ available 
drugs. 

But antibiotics are far from the 


whole story. New research ef- 
forts have added whole new 
classes of drugs to the doctor’s 


arsenal. Two familiar examples— 
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and spectacular ones from the 
point of view of the market place 
—are the tension-relieving drugs 
and the cortico-steroids for treat- 
ment of arthritis. 

Our laboratory and production 
research continues to assume more 
and more importance in other 
areas of the industry—in poly- 
ethylene plastics, to mention a 
single outstanding example. As 
you know, this is one of the fast- 
est growing fields in the chemical 
industry, with some sources esti- 
mating production at 800 million 
pounds by 1960. New forms of 
these versatile plastics seem cer- 
tain to appear from the wide 
variety of production methods 
now available, especially in view 
of the rising interest in such 
processes as low-pressure poly- 
merization, irradiation, and the 
development of new catalysts. 
Growing interest is also evident 
in foamed plastics and in vinyls, 
both of which accounted for heavy 
construction investments in 1956. 

I mention plastics in particular 
because this field has created a 
revolution in chemistry which has 
reached intimately into the daily 
life of every citizen, bringing our 
industry closer to the ultimate 
consumer than it has ever been 
before. In addition, plastics dem- 
onstrate what I have noted ear- 
lier — the many inter-connecting 
factors which tie the chemical 
industry together and bind it to 
the economy as a whole. 

These few examples from just 
two segments of the industry are 
indication enough that research is 
our best insurance against eco- 
nomic stagnation and our best 
hope for continued progress. 

Yet research, no matter how 
fruitful, becomes academic with- 


Continued on page 100 
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Dated January 1, 1957 


This announcement js not an offer to sell or a solicitation of an offer to buy these securities. 
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(Canada) 
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Amount Maturity 
$500,000 1958 
500,000 1959 
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Automobile Sales Prospects 
And Salesmen’s Opportunities 


By L. L. COLBERT* 
President, Chrysler Corporation 


Believing there is a very good chance that 1957 auto sales 
volume could become the second biggest year, providing selling 
effort is increased considerably, Chrysler Corporation President 
attributes optimism about 1957 to the prosperity of the 
national economy, which is said to give every indication of 
continuing. Commenting on the opportunity that exists in the 
1957 market, Mr. Colbert discusses the problem of intensifying 
salesmanship, and depicts the big problem of controlling 
inflation. 


In my Opinion the year ahead of 


Ts is the Year of the Salesman. 
With great products of many 
kinds to sell, products that are 


loaded with 
selling fea- 
tures and 
talking points, 
everyone con- 


nected with 
selling and 
that means 


2ust about 
everybody in 
business life— 
is going to 
have a great 
opportunity in 








Loe yea T 

2 ahead. We all 
L. L. Colbert know. of 
course, that 


selling in 1957 is going to be tar 
from a downhill pull. The forces 
making for a big national market 
1 ext year look very favorable at 
{nis time. But big markets are 
sot made by the underlying eco- 
1 omic factors alone. It takes the 
s enius of American merchandising 
{9 lay hold of a favorable market 
potential and then make the most 
of it by putting the real spark into 
people’s motivations. It takes the 
massive pre-selling efforts of na- 


tional advertising. It takes the 
person-to-person persuasion of 
the effective salesman. It takes 


the retail manager who knows 
how to create the atmosphere and 
the conveniences that make it 
easy and pleasant for the customer 
to buy. And all of these efforts 
can add up to a national tide of 
buying that will make the coun- 
try better and stronger than it 
could possibly have been without 
those selling efforts 


In the automobile business we 
co a tremendous amount of fig- 
uring to try to determine the size 
cf the potential market ahead ot 


us. We put a lot of statistics 
through our computers, we re- 
search our customers more thor- 
oughly perhaps than any other 
Lusiness on earth, and in general 

*From an address by Mr. Colbert he- 
fore the Sales Executive Club of New 


Work, Dec. 4, 1956. 


we are happy about what we have 


been able to find out about thei 
intentions. We never kid our- 
selves, however, that the future 
is a lead-pipe cinch. The eco- 
nomic facts show us only the size 
of our total opportunity. And 
everything we know about what 
lies ahead tells us that the big 
man in our future is the salesman. 
Forecasting 1957 
Let me tell you about some of 


the questions we have asked our- 
selves about our market next 
vear. We have been doing a lot of 
thinking and analyzing, for in- 
stance, in an attempt .o answer 
tne ail-important question right 
now—how big a year can 1957 be’ 
Can it rival the record year 1955” 
Or are there built-in factors which 
will limit it to the size of 1956” 


Forecasting markets is a dan- 
gerous trade. In the automobile 
especially, no one can 
ever feel completely comfortable 
when he plays the role of a 
prophet. And these days, with 
world events taking such an un- 
predictable course, it is even 
harder than usual to call the turn. 
But hazardous as it may be, vou 
can’t plan an industrial operation 
without forecasting. Given a rea- 
sonable working out of the serious 
economic and political difficulties 
abroad, this is the way our market 
for the vear ahead looks to us 
right now. 


In general, we believe 1957 ap- 
proaches the potential of 1955 
one of the industry’s’ biggest 
vears, Tn 1955, seven million four 
hundred thousand passenger cars 
were sold at retail, and this as 
you know was the biggest vear on 
record by a wide margin. In all 
of 1956 nearly six million cars 
will be sold at retail. This is more 
than a million cars under last 
year’s total sales, but it will be 
enough to rank 1956 as the indus- 
try’s third highest year. By all 
present indications the retail mar- 
ret for cars 1957 showld he 
bigger than 1956 by a substantial 
margin. By any standard, a year 
when more than six million cars 
are sold at retail is an excellent 


as 


. 
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year for the automobile industry, 
and we think there isa 
chance that the volume 
1957 could put it on 
the second biggest 
history of the business. 

The basic fou 
about 1957 excellent 
for the automobile industry 1s trat 
the national economy is prosper- 
ous and gives every indication of 
continuing to be prosperous. Ein- 


very goo l 
of sales 1 

the books as 
vear in the 
reason 


as 


optimism 


ali veal 


plovment is at an all-time high 
Personal incomes are at reeord 
levels and are rising. Personal 
savings have been running at a 
higher rate than at any time since 
the end of World War II. And 


business has been borrowing these 
savings and drawing upon othe: 
sources to finonee investments in 
new plant and equipment at the 
highest rate in the entire postwar 
period. In addition to these indi- 
cations of strength, Federal spend- 
ing for defense is continuing at a 
very high level and expenditures 
for roads and schools are climb- 
ing. 
While 


new high levels of eco- 
nomic activity were being reached 
during the past year, important 
parts the economy, including 


automobiles and housing, experi- 


oOo} 


erced declines. But other seg- 
ments more then made up the 
difference. We have had a very 


clear demonstration of the ability 
of this highly diversified economy, 
under anything like normal con- 
ditions, to make a rolling. read- 
justment—to balance off losses in 
some areas with gains in others 
And now. with inventories gen- 
erally still needing to be built un, 


end with the international sittin- 
tion putting new demand. pres- 
sures on basic materials, it an- 


pears that the big nroblem in the 


coming months will continue to 
be controlling inflation, And vor 
anc. [I should be solidly behind 
this effort as long as it is tide to 
a program of encouraging a big 


volume of sound business. 
and Credit 


We hear a lot these davs abont 
the shortage of money and about 


Cash Buying 


credit restrictions — vet it seems 
clear to us, after all the studies 
we have mace. that there is tre- 


mendous purehasing nower,. ready 
for the right »yroduct—that there 
is credit awailahle, not without 
check or restriction, but in quan- 
tity that should supply good risks 
on sound terms. 

You will hear some people sav 
that too much credit was extended 
in 1955 and on too easv terms 
with the result of reducing the 
number people coming back into 
the new-car market in 1957. I 
am not going to comment on this 
matter at anv length. The Fed- 
eral Reserve is conducting a con- 
prehensive study of instalment 
credit. and its conclusions are ex- 
pected verv soon. 


I would like to point out, Jraw- 
ever, that our studies show that 
359 to 40 of the people who 


bought new cars in 1955 paid cash. 


Furthermore, a substantial per- 
centage of those who purchased 
new cars in 1955 on the instal- 


ment plan bave already naid off 
these, obligations. or will have 
them paid off sometime during 
the next year. What this means is 
that at least two of every three of 
the new car biuvers in 1955 will 
not be limited by automotive in- 
stalment credit obligations from 
coming back into the market in 
1957 — any more th*n those who 
hought cors in the vears be- 
fore 1955 will be limited. 

In addition all these poten- 
tials for good business ahead, 
there is the very important tact, 
which IT have already mentioned, 
that this is a vear of wide-spread 
model changes in the industrv. We 
believe these industrv-wide 
changes should put an extra kick 
in next year’s market. 

Our own dealers have been 
telling us that there is a big dif- 
ference between this and any 


neu 


to 


other new-model introduction pe- 
riod they can remember. In pre- 


vious years there has been heavy 
attenaance in cacealer showrooms 
on opening day, but it has always 
tapered off to normal in a week 


or 10 days. This year tae show- 
1r0oom traffic has remained heavy 
week after week. At the moment 
' are embarrassed, and seri- 
cusly, by a shortage of autmobiles. 
OCuf dealers are burning up the 
wires asking for more cars. In 


the first 30 days after public in- 
troduction they sent us orders for 
more than 350,000 cars. We have 
estab’ished procuction schedules 
fill this demand and very 
shortly we will be meeting our 
schedules. 

As it is, after acccmnplishing a 
rotel change wich is more 
sweeping than anything we have 
ever done before, by the end of 
this month we expect to have 
shipped to our dealers irore than 
a quarter of a million of the 1957 
passenger cars. 


to 


Nev 


Excellent Car Year Ahead 
All signs point to an excellent 


year for the automobile business 
in 1957. The opportunity is very 
great—but to cash in on it, to 
bring 1957 within skrooting dis- 
tance of 1955, will take a solid 
selling effort all down the line. 
As I see it, in the automobile 
business there is going to be a 
hie difference between the kind 


of selling we do in 1957 and the 
kind of selling too many people 
resorted to in 1955. I think the 
industry as a whole realizes that 
no lasting good can come from 
dangling gimmick deals before the 
customer — with nothing down, 
mink coats and free trips to Cuba 
as the come-ons—instead of stick- 
ine to our business of selline 
automobiles on their merits, That 
kind of razzle-dazzle selling won't 
produce in the long run what we 
and our dealers are working for 
It is really not good for our busi- 
ness or any otker. It neither 
builds confidence in the industry’s 
merchandising svstem nor does it 
give the dealer structure the 
streneth it needs for lasting serv- 
ice to the public. 


We are entering a verio?d wher 
we are going to need continuous 
top performance in all the arts ol 
selling. We are going to need the 
bie initial boost that fron 
effective pre-selling. We will neec 
to let the customer know, and 
keep on telling him. abomt all th 
new and real values that are 
awaiting him. But are soine 
to need also a new emphasis on 
personal selling. We are going to 
necd energetic canvassing of the 
market cf a lind t«+ hnen’é 
seen sinee befare World War IT. 
And we are going to need more 
demonstration rides, more follow- 
ud attention given to old custom- 
ers, more selling talk based on 
thorough and practical knowledge 
of the product. 


CONES 
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We don’t need to be told ahert 
the industrv’s deficiencies in these 
respects. We still hear about so'id 
prospects, people whose cars are 
overdue for replacement, whose 


transportation needs have in- 
creased, who would be receptive 
to anv salesman’s attention, but 
who have not had so muh as 

telenhone contact or invi'totion te 
inspect the new pratucts, VW ¢ 
hear of cases like this in Neu 
York. in Detroit. in San Frarcisco, 


in Atlanta, all around the circuit. 

Sales Opportunity 
In the period we are ertering, 
the relationship and = har- 
mony among all parts of the sell- 
ing mecharism, from the sales 
planning otfice to the reishhor- 
hood dealer, is essential. This har- 
mony is a matter of working un- 
derstanding at all points of the 
system. For us in the automobile 
business it means living closer 
than ever to the merchants who 
represent us, bringing to them 
everv assistance, every ides. evers 
bit of information that will help 
them make their business a 
success. 


It is not only the year ahead but 


close 
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the whole long-range future tha+ 
presents to the salesman in every 
line business a great oppor- 
turity and a terrific assignment 
It is squarely up to him to match 
the impressive gains made by 
business in other fields—in pro- 
duction—in reseach—in the arts oi 
pre-selling — and in methods of 
moving, handling, and displaying 
goods. All these things have con- 
tributed to building the big 
American market. But to keep 
that market growing as it will 
have to grow to keep this economy 
healthy, we are going to need that 
extra effort from the individual 
salesman who knows how to find 
his prospect — how to transform 
an interest in a product into a 
decision to buy—and how to close 
a sale. 

It is personal selling that.will 
put the extra bounce in the buy- 
ing and bring the added margin 
of business activity that makes 
the difference between a _ static 
and a dynamic economy. To main- 
tain employment at the kind of 
levels we have known in recent 
years and to find investment out- 
lets for the nersonal savings of 
our people is going to require 
selling skill of a high order—and 
lots more of it than we have had 
in the past. It is going to take 
hard and persistent work—can- 
vassing people and moving them 
to buy through the application of 
the arts of persuasion. 

Right along with the all-impor- 
tant increase of effort in the field 
of personal selling, we will con- 
tinue to need top performance in 
all the other aspects of business 
that help to create new and bigger 
markets. This means continuous 
product innovation—efficient pro- 
duction to keep costs down and 
prices attractive—and sound man- 
agement all alo-g the line, espe- 
cially the kin- of management 
that knows how to look ahead and 
plan ahead. Rut by and large the 
pressure is off protuction and on 
distribution. It is the marketer— 
using the word in its broadest 
meaning — who holds the prime 
resnonsibility for keeping the 
country on the move. driving it 
ahead toward hicher living stand- 


ot 





ards and greater economic 
strength. 
In this perspective, marketing 


will become inereacinegelv the prin- 
cipal function of all business man- 
agement—becaus® the main busi- 
ness of business is our time is the 
creation of new markets, new cus- 
tomers, new standards of con- 
sumption. Bv the creation of those 
new markets, business manage- 
ment wiil a'lso create the purchas- 
ing power that will suvport those 
markets and lead to the building 
of even better ones. Seen in this 
light, the job of building the big 
market of the future is nothing 
less than the building of a vreater 
and a stronger country. This is 
your job and my job. And it is 
one we can take pride and satis- 
faction in dcing well. 


Townsend, Dabney to 
Admit P. L. Winslow 


BOSTON, Mass. Townsend, 
Dabney & Tyson, 39 State Street, 
members of the New York and 
Boston Stock Exchanges, on Jan 
1 will admit Peter L. Winslow to 
partnership in the firm. 

James Jackson, Jr. will retire 
from the firm Dec. 31. 


Two Wi 
Spe to T CHRONICLE) 


CHICAGO, I1l.—Millie E. Kal- 
sem and Katherin D. McRae have 
become connected with The Mar- 
shall Company, 30 North La Salle 
Street. 


th Marshall Co. 
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Two With Emith, La Hue 


pecial to T FINANCIAL CHRONICLE) 

ST. PAUL, Minn.—O. Georfrey 
Holmer and Frederick R. Trum- 
mer are now with Smith, LaHue 
& Co., Pioneer Building. 
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Automotive Year Ahead 


By HARLOW H. CURTICE* 


President, General Motors 


Maintaining 1857 will be another good year, exceeded only 
by 1955, for the automotive industry and G. M., Mr. Curtice 
views 1957 as “another record year for business generally,” 
presuming maintenance of peace. General Motors head finds 
1956 is the industry’s third best year, and expects 6.5 million 
new cars will be sold in 1957 compared to 1956 estimate of 
5.8 million, an increase of about 10%. Sees GNP increasing 
to $435 billion with substantially full employment. 


Last January I said it Was my 


opinion that 1956 would be an- 
other record year for business 
generally. The past 11 months 


have substan- 
tiated that 
forecast. 

Nineteen 
fifty - six has 
been a year of 
virtually - full 
em p loyment. 
Consumer dis- 
posable in- 
come has 
reached a new 
high level, 
and consumer 
spending has 
increased sub- 
stantially. 

T he = con- 
struction industry has bettered its 
amazing 1955 record, while capital 
expenditures by business have 
risen about 22% over 1955 to an 
estimated $35 billion. 

Gains in 1956 have averaged 
substantially more than the antic- 
ipated rate, with tne result that 
the Gross National Product is 
_ now estimated at an all-time high 
of about $412 billion. 

_ The year 1956 has been an un- 

usual one in certain other re- 
spects. Of principal concern to us 
has been the fact that the pattern 

of a rising general level of busi- 
’ ness activity was not reflected in 
-consumer demand for automobiles. 

The record indicates that this is 
the first peace time year in which 
new highs have been reached that 
’ were not spearheaded by the auto- 
mobile industry. A year ago at 
' this time I did not anticipate that 
1956 would equal the record year 
ot 1955. All the factors discern- 
ible indicated a domestic market 
for 6% million passenger cars, or 
. about 12% lower than 1955. 





Harlow H. Curtice 


Estimates 1956 Sales 

Sales in the tirst quarter were 
‘at this estimated level. However, 
beginning April 1, instead of the 
historical seasonal spring rise, we 
experienced a sharp decline in re- 
tail demand to the rate of 52 
million passenger cars annually. 
Since it is now a matter of his- 
tory, it is unnecessary for me to 
_ tell you why. This drop in de- 
_ mand, however, led me to revise 
_my estimate in May to 5 million, 
800 thousand passenger cars for 
the year. And that is about in line 
with what the industry is going 
to achieve according to best esti- 
“mates of production and sales in 
_ the month of December. 
This total represents a decline 
of 20% from 1955. Even so, 1956 
will be the third best year for 
retail passenger car sales in the 
domestic market in the history 
of our industry. 

As for General Motors, we have 
_ succeeded in maintaining our 
. market leadership in this highly 
competitive business. Sales of 
* ears and trucks produced in our 
United States and Canadian plants 
- should reach a total of 3 million, 
. 725 thousand units. This compares 
' with 4 million, 650 thousand in 
1955. However, this will be our 
second best year of passenger car 
sales. 

Dealers handling General 
‘ Motors products have experienced 
a similar contraction in their new 
* Car and truck sales this year, but 





*An_ address by Mr. Curtice at 
42nd National Automobile Show, 
York City, Dec. 6, 1956. 


the 


New 





nevertheless they have operated 
successtully and_ profitably in 
the main. It can be considered a 
good year too for our 26 thousand 
suppliers of goods and services. 


Predicts Record Year for Business 

Looking forward, it is my opin- 
ion that 1957 will be another rec- 
ord year for business generally. 
Ot major concern, of course, is 
the international situation. These 
are troublous times. World events, 
of necessity, have a powerful im- 
pact on the economic life of our 
country. Yet, we must assume that 
the delicate balance of peace will 
be maintained. 

On this basis there is every 
prospect ef a further rise in the 
Gross National Product to an- 
other new high next year. How- 
ever, present inaications are that 
the rate of increase, after making 
allowance for some rise in the 
price structure, will be less than 
that experienced in 1956. It would 
seem reasonable to expect that 
the Gross National Product for 
1957 would possibly be as high as 
$435 billion. 

It is my belief that our country 
can look forward to another year 
ot substantially full employment. 
Consumer disposable income will 
continue to rise, possibly reaching 
a total of $300 billion for the ‘year 
compared with the 1956 figure of 
$287 billion. Witn confidence pre- 
vailing, personal consumption ex- 
penditures should also continue 
to increase from current levels. 

It has been demonstrated most 
conclusively that the prosperity 
and progress of the nation are not 


dependent on war or a peak level ° 


of detense expenditures. However, 
it appears quite certain that de- 
fense expenditures will be some- 
what higher in 1957—possibly in 
the area of $42 billion. 

Other governinent expenditures 
—Federal, state and local — can 
also be expected to increase some- 
what from present levels. 

The construction industry has 
set new records in each of the last 
four years, and this upward trend 
should continue in 1957. Housing 
starts should remain steady, but 


more non - residential structures 
will be built. 
With the first projects under 


the new Federal aid highway pro- 
gram getting under way during 
1957, highway expenditures 
should amount to approximately 
$815 billion, an increase of at least 
three-quarters of a billion dollars 


over 1956. 

The tremendous demand for 
captial equipment will continue 
in 1957, and expenditures are 
even expected to show an in- 


crease. 
Additional Investments 

General Motors capital expendi- 
tures this year will be just un- 
der $1 billion, bringing the total 
in the postwar period to $4!2 bil- 
lion... Our 1956 outlays represent 
the largest amount ever expended 
by us for capital purposes in any 
one year. 

For the calendar year 1957 our 
capital expenditures are currently 
estimated at $700 million. This 
amount will be needed both to 
keep our facilities and products 
modern and to assure General 
Motors adequate capacity to keep 
pece with our appraisal of the 
normal growth of the market for 
our products. By the end of 1957 
total expenditures by General 
Motors for capital investment 
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since. the end of World War II 
will have amounted to $5.2 billion. 
This is in addition to very sub- 


- stantial annual expenditures for 


special tools during this period. 

I cite the General Motors rec- 
ord as an example of the contri- 
bution to the eeonomy every in- 
dustrial coneern makes and must 
continue to make if it intends to 
keep pace with the progress of 
technology and with the demand 
for goods from -an_ expanding 
population. : 

The automobile industry will, I 
believe, contribute more substan- 
tially to economic progress in the 
year ahead than it has in 1956. 

The enthusiastic reception ac- 
corded the industry’s new models 
represents one important favor- 
able factor for 1957. 

Another is the inventory situa- 
tion. The supply of new passenger 
cars in the hands of dealers as of 
Jan. 1 will be low, whereas a year 
ago stocks were abnormally high. 


Predicts 10% Auto Sales Increase 


Viewing the outlook for the en- 
tire year, I consider it very pos- 
sible that demand for passenger 
cars will show an increase over 
1956 in the area of 10%. On this 
basis I estimate that the indus- 
try will produce and the domestic 
market will absorb approximate- 
ly 6 million, 500 thousand passen- 
ger cars and 900 thousand trucks. 
Including Canada and tor export 
to other markets, unit production 
in 1957 should approximate 8 mil- 
lion, 300 thousand passenger cars 


and trucks. This compares with 
an estimated total of 7 million, 


400 thousand this vear. 


For General Motors 1957 should 
be another good year, exceeding 
1956-and surpassed only by 1955. 
We come to market with truly 
superb lines of passenger cars, 
trucks and appliances. They are 
outstanding in every respect and 
represent the greatest value we 
have ever offered to customers. 

To bring these 1957 General 
Motors models to market required 
an outlay of approximately $630 
million. This is more than we 
have ever spent in any one year 
for styling, engineering and me- 


our determination to maintain the 
value leadership of General 
Motors products. 

The enthusiastic public accept- 
ance of our 1957 lines indicates 
that General Motors dealers will 
continue to maintain leadership 
in this highly competitive indus- 
try. The year should be a profit- 
able one for them as well as for 
our suppliers of goods and serv- 
ices. 


With United Investors 

(Special to THe Financial CHRONICLE) 
DENVER, Colorado—Dewey R. 
Murphy is now with United Inves- 


tors, Inc., U. S. National Bank 
Building, Mile High Center. He 


was formerly with Carroll & Co. 


Joins A. G. Becker 


(Svecial to THe Financial CHRONICLE) 
CHICAGO, Illinois—William M. 
Moore is now with A. G. Becker 
& Co. Incorporated, 120 South La 
Salle Street, members of the New 
York and Midwest Stock Exchgs. 


Goldman, Sachs Adds 


(Special to THe FinanctaL CHRONICLE) 
CHICAGO, [ll.—wWilliam C. B. 
Magoun is now with Goldman, 
Sachs & Co., 208 South La Salle 
Street. He was previously with 
Dean Witter & Co. 


Fewel Adds to Staff 


(Special to THe FinaNcriaAL CHRONICLE) 
LOS ANGELES, Calif—Lynda 
A. Hanna has been added to the 
staff of Fewel & Co., 453 South 
Spring Street, members of the Los 
Angeles Steck Exchange. 


Joins Draper, Sears 


(Special to THe Finanecrat CHRONICLE) 
BOSTON, Mass.— Leonard K. 
Thomas has joined the staff of 


Draper, Sears & Co., 50 Congress 
Street, members of the New York 
and Boston Stock Exchanges. 


With Inv. Planning 


Svecial to THE FINANCIAL CHRONICLE) 
BOSTON, .Mass.— Walker. F. 
Cronin is now with Investors Plan- 


ning Corporation of New England, 


(2507). it 


Garl M. Loeb, Rhoades 
To Admit T. Kempner 


Carl M. Loeb, Rhoades & Co., 
42 Wall Street, New York City, 
members of the New York Stock 


Exchange, on Jan. 1 will admit 
Thomas L. Kempner to partner- 
ship. 


Horney and Mayrisch | 
With First California 


(Special to THe Frnancrat CHRONICLE) 

SAN FRANCISCO, Calif.—Odus 
C. Horney, Jr., Lenard Mayrisch, 
Jr. have become associated with 
First California Company, Ince., 
300 Montgomery Street, members 
of the San Francisco Stock Ex- 
change and other exchanges. Mr. 
Horney was formerly Vice-Presi- 
dent of Blair & Co., Incorporated, 
in charge of the San Francisco 
office, with which Mr. Mayrisch 
was also associated. 


White, Weld Adds 
(Special to THE FINANCIAL CHRONICLE 
BOSTON, Mass.—David Wilder 
has been added to the staff of 
White, Weld & Co., 111 Devonshire 
Street. 


With Southern Inv. 
(Special to THE FinanciaL CHRONICLE 
CHARLOTTE, N. C.—George W. 
Edwards is now with Southern 
Investment Company, Inc., John- 
ston Building. 


Powell Adds to Staff 


(Special to THe FINANCIAL CHRONICLE} 
FAYETTEVILLE, N. C.—James 
S. Gorham, Jr. is with Powell and 
Company, 120 Anderson Street. 


With Bache & Co. 

(Speci+l to THe Financtat CHRONICLE 
CHARLOTTE, N. C.—Marvin G. 
Vick has become affiliated with 
Bache & Co., Johnston Building. 
He was formerly with Southern 





chanical advances. It represents Inc., 68 Devonshire Street. Investment Company, Inc. 
This dninoetncement is neither an offer to sell nora solicitation of an offer to buy any of these 
securities. The offer is made only by the Prospectus. 
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One-half of these shares are being publicly offered at the price shown below, and one-half 
of these shares are being offered, at the same price, by the Underwriters to holders of the | 
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Cosden Rides Again 


IRA LU. 
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Under the refining influence of R. L. Tollett, President, some- 
time C.P.A., lawyer, G-Man, and all-time oil man, Cosden 
Petrcleum Corp. is now a pace-making Texas thoroughbred. 


last week, a major and 
TV network prograin 
Jazz Age’ depicted 
clarity and charity, 
tne decade of 
the Roaring 
Twenties its 
stocks and 
stills: cho- 
regrapny. cars 
and coifs; its 
flappers and 
flasks; its pep, 
pace and pan- 
ic. Midstream, 
there was a 
newsreel clip 
of the Prince 
of Wales (now 
Duke of Wind- 
sor) whose 
Visit toour 
shores highlighted the social 
events of that dashing decade. 
The Prince on a polo pony was 
bigger swoonbait than Elvis Pres- 
ley and his guitar today. And the 
Prince rode high, wide and hand- 
some, in 1923, as house guest at 
the swank and horsey Long Island 
estate of J. S. Cosden; an estate 
built on sand, out of oil. 

Josh Cosden started out in the 
oil business in 1913. His organi- 
zation, Cosden & Co., moved ahead 
rapidly, and wonderfully, under 
the dynamics he personally sup- 
plied, until 1924 when control 
passed into other hands; and his 
name was rubbed out of the cor- 
porate title when the enterprise 
(in 1925) became Mid Continent 
Petroleum Corp. (which, as you 
know, waxed great, and cash rich; 
and was merged with Sunray in 
1955). 

Hitting the comeback trail, Josh 
Cosden formed the Cosden Petro- 
leum Corp., which, while strug- 
gling manfully during the 30’s, 
never really got rolling during the 
tounder’s lifetime. But the name 
still had magic; and when R. L. 
Tollett took over the helm in 1939, 
Cosden Petroleum began to move 
forward into a new order of mag- 
nitude. Mr. Tollett had spent his 
boyhood in the oil fields of Texas 
and, by determination and dili- 
gence in night school] studies, be- 
came successively (and success- 
fully) a C. P. A., lawyer and, for 
a four year hitch, a member of 
the FBI. Thus, when, in 1939, a 
Fort Worth (Texas) bank was 
seeking a new president for Cos- 
den, R. L. Tollett met all the 
qualifications—in spades! He has 
remained president for 17 years. 

In 1940, Cosden grossed $6,352,- 
000 and netted $179,000. 1941 
showed some advance in sales to 
$6,472,000, but net slipped into the 
loss column—$50,000 to be precise. 
Since 1942, however, the company 
has made a profit in each and 
every year; and gross has surged 
ahead tenfold over 1940. It should 
cross $65,000,000 this year! 

Just what sort of an oil company 
is Cosden? As you know, it’s quite 
fashionable to catalog oil compa- 
nies as “integrated,” “producers,” 
etc. Well, Cosden is essentially a 
‘refiner,’ upgrading crude into a 
broad variety of blended petro- 
leum and petrochemical products. 
To a lesser extent, Cosden is also 
a “producing company” with cur- 
rent net flow from its wells of 
over 4,400 barrels a day, and crude 
reserves estimated at above 20 
million barrels (plus over 18 tril- 
lion C.F. of natural gas reserves). 
Cosden also has its own special 
pipeline, not for crude or gas. but 
for products such benzene, 
naphtha, aviation gas and high 
octane motor fuels. This is a very 
unusual sort of pipeline since it 
can transport a diversity of prod- 


ly 
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line, all at te 
same time. example, a run 
of aviation lead off, be 
blocked off by any fluid (or solid) 
of substantially greater density; 
then 100 octane gas can be put on 
stream—and so on. This pipeline 
of Cosden presently runs from 
Big Spring to Abilene, Texas (a 
distance of 108 miles) and will be 
extended to Wichita Falls next 
year. 
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Anyone knows that a refinery, 
to be most efficient, should be lo- 
cated near crude production; and 
have abundant water supply and 
cheap electric power. Well Cos- 
den, with its main plant at Big 
Spring, has the water; the main 
refinery is within a 100 mile radius 
of 1/6th of the known crude pe- 
troleum reserves of the United 
States (the fabulous Permian 
Basin of Texas). 

Cosden is a custom refinery; 
that is, it produces to specification 
and on order. It turns out, and 
delivers, gasoline for the Ajir 
Force; it supplies (from formula) 
the widely advertised high test, 
high octane motor fuels delivered 
at the pumps by a number of 
major national distributors; and 
its unique Rexformer unit (at Big 
Spring) was the first specifically 
designed one in the world to com- 
bine platinum catalyst reforming, 
and: selective extraction. Low ve- 
tane materials, at the rate of 4,000 
barrels a day, can be fed into this 
amazingly efficient plant and, by 
a continuous recycling process, be 
converted into higher octane frac- 
tions. The end product may be a 
104 octane leaded motor gas, or a 
super high test aviation gas. Re- 
fining facilities of this sort are the 
most sought after in the entire 
industry. 

If we were merely to view Cos- 
den Pete as a single unit refinery, 
we could, no doubt, endorse the 
enterprise as sound and strategi- 
cally located. But Cosden has not 
stopped there. In July 1956 it 
acquired, for about $1%4, million 
cash; properties in the Jo-Mill 
(Sprayberry) Field of Borden 
County, Texas with recoverable 
crude reserves of above 1,400,000 
barrels. On Oct. 1, 1956 it pur- 
chased from Onyx Refining Co., 
the Hawley refinery and related 
facilities 6,000 barrels a day ca- 
pacity) located 10 miles north of 
Abilene, Texas. The consideration 
was 40,000 shares of Cosden stock. 
And on Nov. 14, 1956, through 
exchange of 352,000 shares of its 
common stock, Cosden Petroleum 
acquired the Col-Tex Refining Co. 
(at Colorado City, Texas), pre- 
viously owned jointly by Standard 
Oil of Texas (6212%) and Ander- 
son-Prichard Oil Corp. (371%). 
This is a strategic addition — a 
refinery (only 10 miles from Big 
Spring) processing 8.000 barrels ot 
crude per day, and turning out 
automctive gasoline, diesel fuel, 
kerosene, sand fracturing oils. 
asphalt and heavy fuels. 

The shares of Cosden Petroleum 
delivered for the purchase of Col- 
Tex were forthwith sold (by 
means of a public offering and 
underwriting with accompanying 
fact laden prospectus) at $21.625 
per share. Which about brings us 
up to date with the Cosden story. 

Cosden today, with its three-unit 
refinery facilities, has a through 
put capacity of above 45,080 bar- 
rels a day; and it has attained the 
reputation for being a top flight 
custom refiner, and an expanding 
factor in petrochemical .manufac- 
ture, turning out benzene, toluene 
and xylene. Cosden’s output of 
jet fuels, and aviation gasoline 
which amounted to roughly 20% 
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Giving effect to exchanges 
there are 
non shares of Cosde: 
listed 


s1HeaA anove, 
G14 com! 
tanding and 
York Stock Exchange symbol 
CPM). The current qu tion 
I at which price these shares, 
With a $1 indicated dividend, now 
yield 4.5%. Less than $10,000,000 
in long-term debt lies ahead of the 
common. 
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If you were to project a 
curve for this animate, 
managed and _ sales-minded pe- 
troleum enterprise, based on the 
rate of annual increases in gross 
operating income, and in net in- 
come, for the past ten years, you 
would wind up with an estimate 
price for the common of about $60 
a share by Jan. 1, 1960. But who 
has a slide rule reliable?’ 

Sutfice it to sav that Cosden has 
been moving alony smartly: that it 
has an energetic and effective 
management echelon: that its com- 
mon has advanced from $1 in 1946 
to a high of $25 in 1956: and that 
it split its shares 2-for-1 in 1956 
after stock dividend of 20% in 
1953; 25% in 1954 and 5% in 1955. 
In June of this year, W. R. Grace 
& Co. made proposals to take over 
Cosden. These never materialized 
and so the Cosden name is still 
preserved for this generation of 
investors. Cosden, indeed, rides 
again; and not as a plater but asa 
thoroughbred! 


SO 


Dean Witter Arranges 
Private Placement 


California Water Service Co., it 
Was announced on Dec: 12, has 
placed privately, through Dean 
Witter & Co., an issue of $3,000,000 
first mortgage 4.60% bonds, series 
H, due Nov. 1, 1981. 

The proceeds from this financ- 
ing are to be used to retire out- 
standing indebtedness. 


White, Weld Arranges 
Fifteen Oil Secondary 


A secondary offering of 62,500 
shares of capital stock (par $1) of 
Fifteen Oil Co. was made on Dee. 
13 by White, Weld & Co. at $13.50 
per share. None of the proceeds 
are to accrue to the oil company. 


B. J. Kenn Opens 
FT. WORTH, Texas—B. J. Kenn 
is conducting a securities business 
from offices at 3109 Ray Court. 


L. H. Meierant Opens 

DALLAS, Texas—Lester H. 
Meierant is engaging in e 
ties business from offices at 2402 
Boyd. 


securi- 


C. E. Murphy Opeus 
FT. WORTH, Texas—Clyde E. 
Murphey is conducting a securities 
business from offices in the Pro- 
fessional Building. 


Kidder Peabody Adds 
(Specia! 
SAN FRANCISCO. Calif. 
Thomas L. Corn is now associated 
with Kidder, Peabody & Co.. Russ 
Building. He merly 
Fund 
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was fa! with 


Mutual Associates 
Harry B. Hollins, Jr. 
Harry B. Hollins, Jr 
H. N. Whitney, Goadby 


passed away Dec. 7 


Partner in 


& Co.. 


cral Chronicle cee Thursday F De cember be 1956 


Consumer Credit’s Responsibility 
For the Business Picture 


By DR. H. E. LUEDICKE*« 
Editor “The Journal of Commerce” 


In ascertaining whether consumer credit is a villain in the 
credit picture or a “red herring” to direct attention away from 
other far more urgent credit control problems, prominent 
business newspaper editor advances arguments opposed to 
standby credit centrols, and terms such legislation a “pretty 
hazardous gamble” since it could very well tempt specific gov- 
ernmental regulation to attain anticyclical or secular economic 
growth rates in key industries. That there still remains the 
preblem of an uneven impact of general credit controls, is 
pointed out by Dr. Luedicke. Author reviews: ability of instal- 
ment credit users to determine their own feasible repayment 
loads; the exaggerated arguments used by defenders and oppo- 
nents of unrestricted consumer credit; and consumer credit’s 
smaller rise compared to total private debt in 1955, and first 
10 months of 1956. Doubts we will ever find a “yardstick” to 
measure point where such credit becomes excessive; or, that 
product quality and salesmanship can be replaced by credit. 


Consumer credit has been on 
the defensive long enough. That is 
particularly true about instalment 
credit. Time and again it is being 
singled out as 
the villain in 
the credit pic- 
ture that has 
to be put into 
chains of “con- 
trols” if infla- 
tion is to be 
avoided. 

Interesting- 
ly enougn, the 
drive for con- 
sumer credit 
controls coin- 
cidewitha 4 
drive to = lib- - 
eraljze mort- Heinz E. Luedicke 
gage credit 
and to make bank credit easier for 
small business. Obviously, when 
it comes to politics nobody has to 
be consistent. When it comes to 
economics and the development of 
economic policy, there should be 
logic and consistency. 

There is by no means general 
agreement on the necessity for 
credit restraints today; but the 
dominant-—and, I believe, irrefuta- 
ble—view is that credit restraints 
must be kept until current infla- 
tionary pressures have subsided. 


The Issue 

That narrows the issue down to 
the controversy of general credit 
restraints versus selective credit 
controls; or of general monetary 
or quantitative controls versus se- 
lective qualitative controls. 

Only the use of stock market 
credit is currently under qualita- 
tive control. Stock market mar- 
gins are being administered by the 
Federal Reserve Board Those in- 
terested in mortgage credit like to 
create the impression that housing 
credit is also subject to direct con- 
trols. It is true that Federal agen- 
cies have the right to prescribe 
the provisions for certain types of 
mortgages — the VA and FHA 
mortgage. But it is stretching a 
point to argue that mortgage cred- 
it is under direct control just be- 
cause the Government some time 
ago withdrew some of the stimu- 
lants to housing credit. 

This is a rather peculiar up- 
side-down approach that the hous- 
ing people like to take; but it is 
only realistic to recognize that 
this approach is convincing to 
many members of Congress. 

This puts consumer credit on 
the spot. Although it is sometimes 
argued that instalment credit 
the “poor man’s money,” this 
not a particularly effective politi- 
cal argument in its favor. Actually, 
this argument is frequently used 
to make Out a case for consume! 
credit control because it is being 
used to demonstrate that instal- 


is 


is 


*An address by Dr. 
the Indiana Consumer 
tion, Indianapolis, Nov 


Luedicke 
Finance A 
26, 1956. 


before 


ssocia 


ment curbs may be needed to 
save the individual from his own 
buying excesses. 

This discussion conveniently 
overlooks that users of instalment 
credit thus far have been quite 


‘ capable of determining their own 


feasible “repayment loads” and 


‘that this has proved an effective 


way of limiting the use of such 
credit; by far preferable to the 
enforcement of arbitrary controls. 
Even during past recessions, de- 
linquency of ¢. yments records arid 
loss experiences have been favor- 
able. 

It is true, of course, that the 
sharp postwar expansion in con- 
sumer credit has not yet under- 
gone a real test of adversity. It 


‘seems a bit unrealistic to go all 


the way in minimizing the possible 
impact of instalment credit during 
recessions when potential buyers 
who are burdened with repayment 
obligations are being taken out of 
the market. That factor may in- 
deed operate only for short pe- 
riods since the average maturity 
of outstanding debt is “less than 
nine months.’ But such a brief 
period actually may be a very 
crucial one in the development of 
economic trends. 


Over-Stating One’s Case 

There is always a danger in 
over-stating one’s case. It seems 
to me quite obvious that the op- 
ponents of unrestricted consumer 
credit are guilty of this. However, 
the defenders af consumer credit 
at times seem guilty of the same 
offense. Although the pros quite 
readily admit that there still are 
many facets of consumer credit 
about which we do not have suf- 
ficient knowledge for final judg- 
ments, at times they are trying to 
get too much mileage out of some 
partial facts and to wrap up the 
whole package of the pro-argu- 
ments a bit too neatly. 

On the other hand, it seems that 
some of the strongest arguments 
in their favor often are under- 
played. 

Nothing can be more effective 
in bringing the whole subject of 
consumer credit into proper per- 
spective than—its volume. To be 
sure, instalment credit now totals 
just over $30 billion. That is a 
substantial amount even in an 
economy whose total debt load 
now is approximately $700 billion, 
public and private debts put to- 
gether. 

However. far more important 
than the size of the debt is its rate 
of increase. In 1954, total debt 
expanded $21 billion. In 1955, the 
increase jumped to $51 billion. 


Consumer Credit in 1955 and 1956 


Consumer credit, in 1955, con- 
tributed only a little more than 
10% to the total rise in debt. Cor- 
porate credit and mortgage credit 
posed the real problems in 1955. 
And they kept this key role in 
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1956. When all the 1956 
are in, it will be seen 
total increase in debt despite 
credit restraints all through the 
year—was not appreciably smaller 
than in 1955. At any rate, the ratc 
in mortgage credit this year will 
turn out almost as high as the 
$15 billion jump in 1955. 

Consumer credit, on the other 
hand, showed a much smaller in- 
crease this vear than in 1955. For 
the first ten months of the year, 
instalment credit was up only $1.9 
billion and total consumer credit 
only $0.9 billion. 


returns 
that the 


‘There is an important lesson 
in these figures: 

(1) It takes more than the 
availability of relatively cheap 
eonsumer credit to sell merchan- 
dise, particularly automobiles. 
There is still truth in the old 


adage that you can lead a horse 
to water but you cant make it 
drink. And 

(2) It is slightly nonsensical to 
look upon consumer credit as the 
tail that wags the dog. Consumer 
credit is the tail ati right; bui 
total debt is the dog that wags 
it. 

It may not be very diplomatic 
to say this, but I am _ strongly 
impressed by the fact that you 
as a group—do not really rate 
all the attention you are getting. 
Actually, I cannot help but feel 
that you are being used as a “red 
herring” to direct attention away 
from other, far more urgent prob- 
lems of credit control. 

The debt problem, from. the 
standpoint of over-all economy, 
would be exactly the same today, 
even if nobody had invented 
consumer credit. 





Danger of Standby Contro!s 


Unfortunately, this is not the 
type of defense that will make 
many converts as far as the reg- 
ulation of consumer credit is 
concerned. It sounds so very rea- 
sonable merely to ask for standby 


controls over consumer credit. 
Why should anybody object to 
such a mechanism if it is to be 


activated only to prevent the ex- 


pansion of purchasing power 
when this would threaten to set 


new inflationary forces into mo- 
tion? 

Yet, there is good reason 1o 
object to the imposition of: stand- 
by controls because it would be 
all to easy and tempting to utilize 
the regulation of consumer credit 
for general economic policy pur- 
poses beyond the fight on inftla- 
tion. 

The temptation would be strong 
to force installment credit control 
into a powerful contra-cyclical 
role in the economy. 

It could easily be argued that 
consumer credit should be dis- 
couraged when the economy is 
booming, but should be encour- 
aged when things are slow. 

This theory is based on the 
familiar — but fallacious — view 
that consumer credit control can 
be used to influence the _ post- 
ponement of durable goods de- 
mand until a time in a cycle when 
it might prove a sustaining force, 
instead of an added pressure. 

Today, with our mass produc- 
tion industries closely geared to 
installment credit sales, this kind 


of contra-cyclical manipulation 
looks like a= pretty hazardous 
gamble. 

Going even beyond such con- 
tra-cyclical use ol consumer 
credit control, it has also been 
suggested to use it to influence 
secular indusiry growth rates. 


This is by far the most obnoxious 
of the various techniques of con- 


trol which I have seen suggested 
as possible through instalment 
credit regulation. 

The idea behind this scheme is 


roughly that controls could be 
geared to sustainable rates of 
production and sales in key sec- 


tors of the economy, like auto- 
mobiles and other durable con- 
sumer goods. 


In practice, control of this kind 


would probably have held auto- 
mcbile production and sales last 
year to significantly lower levels 
than were attained. 


One Step From Total Control 

This approach would involve 
Governmental regulation of the 
rate of growth of key industrial 
sectors. Whereas the other ap- 
proaches, by and large, aim at 
keeping purchasing power within 
the limits of produced supplies, 
this technique would turn on set- 
ting limits on production. This 
clearly shows that instalment 
credit control of this type would 
be only one step removed Trom 
outright production control. 

It is quite obvious that Presi- 
dent Eisenhower did not have 
anything like this in mind when 
he asked, in his Economic Report 
of last January, for a Federal 
Reserve Board study of the de- 


Sirability of standby consumer 
credit controls. 
The danger is that one could 


never be sure as to what a sub- 
sequent Administration might do 
with such standby controls. That 
is perhaps the most important 
reason why the principal of such 
standby controls should be op- 
posed strongly. 

It is one thing to recognize both 
the significant cyclical and secu- 
lar role of consumer credit in the 
economy. But it is an entirely 
different matter to control it with 
a view toward attaining specific 
anticyclical or secular goals. 

Thus, it seems to me that a 
strong case can be made against 
the desirability of any consumer 
credit control, even in the form 
of allegcdly harmless standby con- 
trols. 


Another Argument 

The case against consumer credit 
control — as well as against the 
whole principle of selective credit 
control—can be made through the 
use of still another approach; a 
more or less historical one. 

In the early postwar period 
there was considerable discussion 
about the desirability and need of 
carrying over selective consumer 
credit controls for permanent 
peacetime use. The argument for 
qualitative controls at that time 
was based largely on the fact that 
huge bank holdings of Govern- 
ment bonds plus the Treasury pol- 
icy of supporting the Government 
bond market at an arbitrary level 
made general monetary controls 
impossible. Today, with the Treas- 
ury no longer running the Federal 
Reserve and bank liquidity con- 
siderably reduced because of large- 
scale switching from Government 


bonds into loans, the case for 
quantitative credit controls is 
ouite differcnt and the need for 


qualitative controls therefore less 
strong. 
There still remains the problem 


of an uneven impact of general 
creait controls on various sectors 
of the credit structure. This is a 
pretty tricky issue. Tight money 
has shown a tendency to reflect 
itself somewhat less in credit 
terms to instalment buyers than, 


for instance, in mortgage lending, 
but the different impact, prob- 
ably, is largely due to the aifferent 


magnitudes of these two credit 
sectors. 

Last year, sales finance com- 
panies which accounted for the 
largest single share of net new 
lending to consumers, were re- 
sponsible for $2.5 biliion of the 
$5.5 billion expansion in instal 


ment paper. But the finance com- 
panies borrowed $1.5 billion from 
the commercial banks to carry the 
increase in their operations. The 
result was that the commercial 
banks, both directly and through 
this indirect route, actually fi- 
nanced better than half of the in- 
crease in the consumer debt dur- 
ing the year. 

An expansion of this kind adds 
to the money supply to in 
flationary pressures. 


and 


Reviews 1955 

It would not be desirable in a 
period when, as at present, infla- 
tionary pressures are consider- 
able. It must not be overlooked, 
however, that in 1955 the general 
economic climate was quite dif- 
ferent. At that time, we needed 
a lift and consumer credit helped 
to give it to us by enabling the 
automobile industry to have a 
banner year. 


But it would be putting the cart 
before the horse to say that con- 
sumer credit was alone respon- 
sible for that development. With- 
out the success of the 1955 auto- 
mobile models, there would have 
been no such bulge in consumer 
credit. Hard selling was another. 

The current year brought an al- 
most automatic correction of the 
i955 pattern. Since the automobile 
industry now seems to work with- 
in a two year model cycle,.a con- 
tinuation of the 1955 rate of ex- 
pansion in automobile instalment 
paper during the current year 
would have been something to 
worry about. 

It would have represented ex- 
cessive stimulation of consumer 
buying and might have seriously 
upset the auto production pattern. 

Fortunately, this did not occur 
and this happy experience, I be- 
lieve, did more to justify uncon- 
troHNed consumer credit and to 
clarify its function than most of 
the things that, over the years, 
have been written in defense of it. 

It is regrettable, of course, that 
we still have not developed any 
true yardstick to measure at what 
point consumer credit becomes 
“excessive.” 


No True Yardstick 


I doubt very much that we'll 
ever find such a yardstick. The 
relationship of consumer credit to 
disposable income is rather mean- 
ingless; nor is its ratio to discre- 
tionary income much more help- 
ful. One of our friends has come 
up with a formula, based on his 
observations, that whenever new 
instalment credit exceeds repay- 
ments by more than 2%, the red 
flag should be hoisted. Others are 
tiving to develop a formula for 
the projection of domestic auto- 
mobile sales and hence of retail 
instalment paper based on _ the 


number of families who pay off 
their automobile debt in any giv- 
en year plus an allowance for the 
continuing upward shift in family 
income. These observers are cur- 
rently placing domestic auto sales 
for 1956 at 6,500,000, with a pos- 
sibility that they may reach 6,- 
800,000 cars. 

Much useful work is being done 
in exploring the complex nature 
of consumer credit. Everybody 
working in this field can rattle off 
at least half a dozen additional 
research projects that should be 
undertaken. No doubt, that is the 
sound way of going about it. 
Nevertheless, sometimes I cannot 
help but feel that we may be un- 
necessarily complicating a prob- 
lem which is_ basically quite 
simple and not nearly as complex 
as its involvement in 
phases of postwar credit 
would seem to indicate. 


various 
policy 
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Forming Langley Co. 
In Miami, Fla. 


MIAMI, Fla.—Langley & Com- 
pany, Inc. is being formed with 
offices in the Alfred I. du Pont 
Building. Officers are George J. 
Langley, President; P. A. Langley, 
Secretary - Treasurer; and M. J. 
Melrose, Vice-President. Mr. 
Langley is President of Langley- 
Howard, Inc. of Pittsburgh. 


Form Secs. Distributors 

Securities Distributors, Inc. has 
been formed with offices at 37 
Wall Street, New York City, to en- 
gage in a securities business. Of- 
ficers are Ralph Wertz, President; 
Thelma Wertz, Vice-President and 
Treasurer; and Abraham D. Cohen, 
Secretary. Mr. Wertz was formerly 
wita A. J. Grayson Co., Inc. 





NEVER SAY DIE! 


So you’re giving up ’cause you’re growing old, 
Your eyes are dim and you feel the cold, 

You lack the vim you used to brag, 

Your shoulders slump and your footsteps drag! 
But before you give up and quit the fight. 

Are you sure, old man, that you’re doing right? 
Just think of the years you’ve struggled and fought 
To acquire the skills with which you’ve wrought 
The fabric of your life, your place in the sun, 
Are you going to quit — and the race not won? 
What of the know-how stored up in your mind, 
The experience gained through toil and grind, 
The will to hold yourself to the task, 

To finish the job though you faint at the last! 


What fledgling can offer 


what you have to give? 


To acquire your gifts, a man has to live! 


—W. G. L. 








New Issue 


Copier 


Goldman, Sachs & Co. 


Lehman Brothers 





the underwriters 


thewve 


Stone & Webster Securities Corporation 


This announcementts nolan offer of vecurtltes Jor sale ora solictlalion of an offer lo buy wecurdics, 


$30,000,000 


Texas Eastern Transmission Corporation 
512% Debentures due December 1, 1976 





Price 100% 


plus accrued interest from December 1, 1955 


the prospectus may he oblained from such of the undersitaned (echo are am mig 


named in the prospecttis) as 


Dillon, Read & Co. Inc. 


The First Boston Corporation 


Eastman Dillon, Union Securities & Co. 


Kidder, Peabody & Co. 


Merrill Lynch, Pierce, Fenner & Beane 
White, Weld & Co. 


may legally offer 


vecurtttes under applicable recurthtes lay 


December 15, 1956 


'. 


Blyth & Co., Inc. 

Glore, Forgan & Co. 

Lazard Freres & Co. 

Smith, Barney & Co. 
Dean Witter & Co. 
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Investment Banker’s Role 
In Financing Small Business 


By JAMES SHOEMAKER* 
Partner, Schwabacher & Co., San Francisco, Calif. 


Proposing establishment of some type of investment vehicle 
in which small business risks could be -spread and thus 
financed at reasonable cost, West Coast investment banker 
explains why small business financing is difficult and expensive 
to entrepreneurs, and costly and time-consuming to the invest- 
ment banker. Mr. Shoemaker points out a special kind of in- 


vestor is required; 


“lock-up” 


activities are an investment 


banking function; and calls attention to unfortunate prejudice 

among bankers against stocks selling at less than $5. Recom- 

mends study of problem relative to small business financing, 
but doubts easy capital will prevent failures. 


First of all, let’s consider for a 
moment the fundamentals of in- 
vestment banking, for a good deal 

f confusion exists about this 
anction 
Thnere is a 
failure to dis- 

inguish be- 
fween invest- 
Ment Per ee 

nae 412 3-s 
mechanism 

uvestment 

banking. 
lich serves 
restors. 

Ne in this 
yLsiness Oper- 
ite the mecha- 
lism, we are 
wt Investors, 
zxcept invol- 
1 tarily at times when markets 
{isintegrate and we find = our- 
2 ves with blocks of securities 

e cannot sell. Rather, we are 

erchants of stocks and _ bonds 

ich professional judgment 

d our individual standard of 

ality lead us to believe we can 
cil to our particular segment of 

e investing public. It should be 
cept in mind that firms and their 
-stomers differ radically—some 
ell only ultra conservative secu- 
‘cies to conservative clients, some 

#1 only in speculative issues. 

nvestment banking firms have 
1 certain capital, some of which 

ev commit in the underwriting 
new issues of securities. The 
ject is to keep this capital liquid, 
dispose of these underwritin¢gs 
lickly, discharge the liability 

id commit the firm’s capital to 

e next venture. Like any other 
s4asiness, investment banking is 

imarily concerned with the 
« pid, profitable turnover of its 

pital funds. 


James W. Sheemaker 


Ou) 


“Lock Up” 


Someone 


Activities 
will challenge 
is assertion and will cite the 
.« -Called “lock up” activities of 
veral large investment banking 
houses. A “lock up” means the 
irchase of a company or proper- 
es to be held for a comparatively 
Leng period of time, maybe 
onths, @ yvear, or even 
fore such assets are sold. 
rhe profit 
ay consist 
ent in 
se Or it 
some 


Vow 


six 
longer, 


may be 
of actual 
values of 
may be 
remainder. 


large and 
enhance- 
the total pack- 
represented bv 
the residue left 
ter other assets have been sold 
id the original investment 
covered. 

Actually, a 
1 extension 
anking 


re- 


“lock up” is only 
ot the investment 
function. The banking 
ouse is willing to accept the risk 
f a long holding period in the 
ope Of substantially larger gains 
lan might be realized in its regu- 
ir Operation. One important fac- 
or must present—the bankine 
ouse must have excess capital 
lat can be virtually frozen for 

time and a capital ability to 
ishion any loss that might result 
‘om the venture. Some of us. as 
matter of policy, feel that our 
-4stomers are better served by 
ore COnventional operations. and 
*An address by Mr. Shoemaker before 
e Harvard Business School Club of 


/sorthern California, San Francisco, Calif 


be 


the vast majority of investment 
banking houses simply do not 
have that kind of money. 

For most of us liquidity of cani- 
tual is an essential and such liquid- 
ity is important to our cus- 
tomers as it is to us. People buy 
securities for two principal rea- 
for capital gain and for 
income. Both reasons may dictate 
purchase but there is one other 
inducement in most purchases 
and that is liquidity—the ability 
to reverse a wrong decision, a 
mistake in Judgment, to act 
quickly on an unforeseen event 
that nullifies past judgments. 

With these rather sketchy con- 
siderations in mind, lets see wnat 
happens when a man with an idea 
—or one with a struggling busi- 
ness—sets about financing his en- 
terprise. 


as 


SOvIS 


Success and Lack of Capital 

I think over the years I have 
had about every conceivable pro- 
posal put up to me—the men with 
wonderful ideas and no money ... 
A chap who wanted $2,500 to fi- 
nance a reconditioning plant for 
TV tubes cost to recondition 
about $1.57—cost to the consumer 
about $15. I really think this one 
would have been profitable. A 
man with some revolutionary 
ideas for the manufacture of auto 
mobiles—he said the Patent Oifice 
told him some of these ideas vio- 
lated the laws of physics. So he 
spent about $100,000 building a 
prototype drove the machine 
from Celifornia to the steps of the 
Patent Office in Washington. A 
man who wanted to secure $5 mil 
lion for a company with small 
earnings and a net worth of per 
haps $290,000. All it needed was 
several million spent on advertis 
ing—plus the really legitimate re 
quests for capital. 

As respects the legitimate re- 
quests. What usually happens is 
this. A company starts with a 
capital of a few thousand dollars 
and it grows. If it is successful, 
borrowing power is soon. ex- 
hausted, as are the resources of 
the entrepreneurs, and perhaps 
their relatives and friends. Money 
is needed for plant -expansion, 
for new machinery, for working 
capital perhaps only for work- 
ing capital but whatever the need, 
it is acute. Often nothing can 
handicap a company financialls 
like success. So the provrietoi 
goes to the investment banker for 
relief. 


Now it frequently happens that 
the proprietor of this business is 
ignorant of the banker’s function 
I think that all too often there is 
a mistaken idea that the invest 
ment banker represents a well of 
risk capital that he onerates 
somewhat like a bank . he ex- 
amines your credit and vour pros 
pects and if he is satisfied with 
what he sees, he puts up the 
money that you need as equity 
just the commercial banker 
after a similar examination makes 
a loan. 

When 


refuses 


as 


the investment banker 
to invest in stock of the 
enterprise, the proprietor is some- 
times hurt and angry. He forgets. 
or does not know, that the invest- 
ment banker’s source of funds is 
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the vublic the savings, the 
accumulations of wealth that are 
owned by investors. The invest- 
ment banker’s function is to 
phon those funds into industry 
into investment, and in so doiiy 
he cannot immobilize his own 
capital. 


Si- 


Difficulties Present 
Small Loans 
The proprietor of this business 
asking tor a relatively. small 
amount of money—and he cannot 
see why this modest request 
should create a problem—I meat. 
by that, anything from $25,00u to 
$500,000. Unfortunately, this $25 
000-$500,000 bracket is a no-imat s 
land of finance it’s the arcu 
where capital is most difficult to 
raise, for several reasons. The 
cost of examination and unde 
writing are proportionately exces 
sive, the risks are generally lars 
and capital once committed to oi 
of these enterprises is almost 
possible to withdraw—it is frozen 
solidlv Little America. 
It is also true that while 
are large in modest enterprises 
the rewards can be immense 
Probably all of us can think of 
exeomples where a few thousand 
dollars invested in a local com- 
pany could have been multiplicd 
many times. One company I know 
started with a capital of $5,000. 
There were four partners, two 
with the “know how and_ the 
ideas.” Quarter interests are: to- 
day worth some $6,700,000 each. 
I know another company where 
a man put in $5,000 about four 
years ago—his fractional interest 
was bought by the company for 
$100,000 two years later and is 
worth several times that today. 
On the other hand, I know an 
other company where a man put 
in some $200,000 a vear ago and 
it’s douptful he could salv2g2 a 
fraction of that sum for his in- 
terest todav. Salaries alone ate 
up a zood deal of this. So it goes 
the rewards can great in a 
small concern—-and the losses can 
be substantial too. 


is 


Jidt 
as as 


risks 


he 


Needs Special Kind of Inves'or 
From all this it can be seen toat 
the average small business 
quires a special kind of investor 
a man willing and able to as- 
sume great risks, one wo can af 
ford to lose that vart of his capital 
whieh he invests in such an en- 
terprise, nerhans even get some 
tax advantage from such a loss... 
usually a wealthy individual. 
These businesses when th 
start are not for the general p''b- 
lic. or sO we may mistakenly 
think. First of all. there is no 
income from the investment. or 
there should be none. If the com- 
panv is at all successful, it will 
require all of the eash iit can 
generate to increase its own busi- 
ness so dividends eut of the 
onestion. The indivicusl who can 
afford. to make ane investment 
stich as this—one wko can afford 
to accent these sneci'stive risks 
is not concerned with immeci- 
ate returns. Income, that is. cosh 
income, only ruts him jin 4 hisher 
tax breeket and he is ahle to re- 
tain onlv a few cents out of every 
Collar he receives in. dividends. 
He makes this investment for one 
purpose only—canpital ¢gains—and 
avpreciation. That is the sole in- 
ducement for the money risk. 
One other factor I have men 
tioned enters into this investment 
—that is the abilitv to freeze a 
certain proportion of one’s capital 
for an extensive period. If the 
money is invested in stock or 
notes of the comnanv, some other 
buver must be fovugd for it and 
such buyers are hard to find. I.ct’s 
take the ces* of the camnvany that 
needs $100,000 or $200,000. 


re- 


aro 


Prejudice Avainst Low 
Priced Stocks 
Unfortunately, there is a native 
prejudice among _ investment 
bankers against stocks that sell 
for, roughly under $5, and par- 
ticularly against those that sell 
for $1 or less. This, of course, rises 


from the fact that the gold, the 
uranium, the Canadian oil stock 
have usually been sold.to the pub- 
lic in these price ranges and far 
too often these have been out- 
right fraudulent promotions, 
the stigma of shady dealing has 
attached to stocks marketed in 
this price bracket. 

This is unfortunate as it does 
rob the honest entrepreneur of a 
source of capital. I know of a 
company in one of our Western 
cities, a very respectable company 
with a good record of dividends 
and earnings, whose stock seils 
for 80c and 9¥90c. You may be able 
to risk $10,000 on a venture and 
ii you lose you are not hurt. I 
roay be just as willing and just as 
abie to risk a few huidred dollars 
and the loss will not nhu«t me. Atia 
I might welcome this chance to 
risk my money. 

Now if these small sources of 
capital could be tapped—and the 
$100,000 or $200,000 diffused 
among a fair number of holders, 
one of the objections to this iype 
of investment would be overco.:e 
ji) Some measure, that is, the mar- 
ket objection. However, if this 
ever comes to pass, the burden on 
the investment banker will be 
substantially increased because he 
must be doubly sure that the in- 
vestor understands thoroughly the 
considerable risks involved. 

Amazingly enough, people enter 
into the most hazardous capital 
undertakings with little thought, 
Jess caution, and no Knowledge 
whatever of the risk they assume. 
The millions of dollars lost over 
the telephone to high pressure 
promoters of this, that, or the 
cther is ample evidence of this 
and a more lasting memorial is to 
be found in Scudder’s Manual ol 
Obsolete Securities—so far a doz- 
en, fat volumes, and still growing, 
uranium ventures and small 
manufacturing companies fail and 
iivestors discover that oi] is elu- 
sive and the country refuses to 
accept free coinage of gold. 


so 


as 


Time and Profit Involved 
One other factor is important 
perhaps of paramount impor- 
tance in this sinall business financ- 
ing—that is the time and _ profit 
involved. the investment banker's 
time and his potential on these 
transactions. 
We try to 
hearing and 
our business 


give a 
I’m 


sympathetic 
sure others in 
do the same to all 
those who seek capital, whetuer 
the amount involved is large or 
small, but the time spent may well 
be about the same for a man seeck- 
ing $100,000 as for one seeking 
many times that sum. Of course, 
in the light of experience, I would 
be the first to admit that the in- 
vestment banker’s time—at least 
in the public view—is the mot 
worthless commodity in the worid, 
exceeded only by the valueless 
advice he gives. People who con- 
sult lawyers, physicians, psychia- 
trists, dance instructors, reducing 
salons, and spiritualists expect to 
pay a fee, but consultation with 
an investment banker is as freely 
available as the virtue of a Poly- 
nesian maiden. 

So the banker spends all of his 
time and tries to place this small 
issue with a few of his custom- 
ers. He must investigate, pcwhaps 
employ an expert—what does he 
know about the market for vari- 
able inductors, or midget mica 
widgets? The investigation takes 
a good deal of time because the 
banker not only starts from 
scratch in any knowledge of the 
product and its market, but he 
also starts from scratch in any 
knowledge of the people who 
make up this company. It is far 
simpler to find out about the old 
established large company with a 
reputation of one sort or another 
than this small one. 

Now he has completed his in- 
vestigation. Let’s say the amount 
involved is $100,000. He scurries 
around among his wealthy clicnts 
and tries to find some who are in- 
terested in putting $100,000 in this 
business. If he is successful his 
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fee may be 5% or 10% or at most 
15% of the money involved, and 
this may be in cash or in stock 
in tne emerprise. He may pay 
his salesmen a large proportion of 
this fee, and aiter his overhead 
and if he has the etfrontery to 
place some value on his own time 
he has probably done this job at 
a loss and frozen some of the cap- 
ital funds of nis customers for a 
long time to come—or forever. 
And one more point...no matter 
how willing and able his custom- 
crs are lo invest 111 this sort of 
thing, if the enterprise tails to live 
up to the banker’s expectations, 
he has created a problem and per- 
Maps 10st a Cuscwimner. 


Offers Possible Solutien 


These are some of the reasons 
that financing the small business 
enterprise is so difficult and con- 
sequently, expensive to the own- 
ers of such businesses. It has 
seemed to me that our business 
has shown little imaginavion in 
meeting this challenge. 

There should, | think, be some 
vehicle through which the risks 
of these enterprises could be 
spread some medium of suf- 
ficient size to warrant large scale 
public financing at a reasonable 
price—a medium for investment 
in many such ventures. Something 
of this sort has been tried with 
some success by individuals, but 
with little success on a large scale 
public basis. Perhaps it isn’t a 
feasible idea, but it is an intrigu- 
ing one. 


Sources of Funds 


Now where can the small busi- 
ness secure capital? The cheap- 
est money is bank borrowing 
when it is available—there is no 
fee but the interest which, of 
course, accrues and comes due 
with inexorable regularity. The 
next best source of funds are the 
friends of the entrepreneur—those 
who Know him, perhaps have an 
intimate acquaintance with the 
potentials in this business, and so 
have a familiarity with the project 
and its proprietors that others can 
gain only” after considerable 
study. 

Next come ontsid? 
investment banker. 
likely to suggest some form of 
security that can be repaid—to 
be accompanied by some form of 
common stock participation. The 
object here is. cf course, t» create 
a medium that permits return of 
the investment, one which does 
not entirely freeze the mnolder's 
funds—or freezes them temporari- 
lv, and as compensation for tying 
up this money, for the risks, for 
the denial of the use of this cap- 
ital—the investor will ask a par- 
ticipation in the equity. Keep in 
mind that a raie of return on a 
subordinated note, a_ preferred 
stock, or whatever it may be is 
no compensation whatever for the 
money involved. The investor can 
buy American Telephone stock 
and get almost 5.5%. He can sell 
Telephone any business day and 
get his money—more or less than 
he put into it but he can get cash 
ana get cash quickly. He cannot 
sell the securities of this company 
So it takes more than an interest 
rate or a dividend rate to induce 
purchase. The chance for capital 
gains—the equity part of this in- 
vestment, is actuaily the sole mo- 
tivating influence for such a com- 
mitment. 


frinds, the 
The banker is 


Forms of Equity 
The equity participation may 
take many forms. It might be 
straight conversion, although thi 
is unlikely asa conversion de 
feats the objective of the repays 
ment of funds. It may _ be 
straight common stock bonus—‘i* 
may be a warrant to buv shares ot 
common at some mutually agree 
price. This last is the moct likely 
and it can be accompanied ance 
often is with a warrant or optio 
to the management to buy stoc-: 
at a similer price. This last pro- 
vision enables management to re- 
tain its control. He is in no post- 


Participation 
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tion to manufacture midget mica 
widgets. and he does not want to 
ne compelled to ao so. He will, 
nowever, ask for representation 
on the Board of Directors — he 
wants to have a voice in now his 
money and that of his associates 
is being spent—he wants to have 
some say about company policy. 
The investors in an enterprise 
such as the one we are discussing 
obviously are men of means — 
they probably have had a success- 
ful business experience, their con- 
tribution in advice can be of 
material help to the Board. 

Company managements fre- 
quently think that the demands 
of the investment banker are ex- 
orbitant — they think that the 
company they have worked to 
build is being taken away from 
them. As a practical matter. the 
participation of others in the man- 
agement and control can well 
mean a substantial gain for the 
founders. I recall a company that 
came to us many years avo. I 
con’t recall the net worth but it 
probablv was not over a hunderd 
thousard dollars. All of the capi- 
tal stork was owned by one in- 
dividual. Over the vears we have 
done two or three small fidencinge 
jobs: for this campanv, placing its 
stock with a selected groun. The 
original owner’s share of the com- 
mon stock has been reduced from 
100% to perhans 20%, but his 
person’! ret worth has increased 
from £100.000 to a million dollars 
or thereahouts. He has prospered 
and so have the individuals who 
invested with him. 

Another extreme is the man- 
agement which attempts to hold 
its control with no investment in 
the business. I have in mind a 
company whose capitalization con- 
sists of a preferred stock and a 
common stock. “he »r-ferred was 
sold to the nublic. This nreferred 
is entitled to a fixed rate of re- 
turn and then shares any divi- 
dends paid on the common in the 
ratio of one for one. Whenever a 
preferred share is sold for $10, 
the management has the right to 
buy a share of common for 10 
cents. The result is the public 
has put $200.000 or $300,000 into 
this enterprise and the manage- 
ment about $2,000 or $3.000. If 
the management chose to do so, 
they could walk away with litile 





-. because they went 


to their doctors in time 


Many thousands of Americans 
are being cured of cancer every 
vear. More and more peaple 
ére going to their ductursin 
time. 


But the tragic fact, our doctors 
tell us, is that every third can- 
cer death is a needless death... 
Culee as many could be saved. 


For the facts of life about can 
cer, call the American Cancer 
Society office nearest you or 
write to “Cancer” in care of 
euur local Post Office. 
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sacrifice. The preferred is call- 
able at a fixea-: price, plus one 
share- of common, but only at 
managements option. - Now _ its 
plain tnat if a capital again is to 
be made in this situation it will 
be made only at the option of the 
management. Earnings participa- 
tions in themselves are of no 
Value to the investor. 

These bastard capitalizations 
which we sometimes run across in 
companies are, of course, devised 
to attract initial capital, but they 
have a way of beconing burden- 
some and embarrassing when the 
cO npany grows and gets ready for 
public participation. 


Obstacles to Financing 

There is no pat answer as to 
how a new company or a small 
company can be financed. 

The obsiacles to suca financing 
from the investment banker’s 
standpoint are numerous” and 
formidable. First of all, the very 
name ‘investment” implies an ab- 
sence of major risk—a sifting, an 
appraisal, a careful experienced 
weighing of the factors affecting 
investment. The investment 
banker’s business is not a promo- 
tional business in an aggressive 
sense. 

To the promotor or the pro- 
prietor of these enterprises, suc- 
cess is inevitable and- risks 
negligible. Invariably they have 
the best product or the most 
unique product on a market 
thirsting for this item. Sometimes 
it is. The investment. banker, 
however. has seen some companies 
succeed and he has seen many 
others fail. itis enthusiasm is 
difficult to kindle, tempered as it 
is by his experience. He knows 
the risks in such an undertaking 
are substantial — his business is 
to avoid as many risks as he can 
for there are a multitude of risks 
he cannot avoid. For these very 
considerable risks, his immediate 
cash compensation will be small 

plus, perhaps, some equity as 
partial payment for his services. 
This stock may reward him hand- 
somely some distant day—it may 
be worthless. If he could charge 
adeauate compensation for his 
services, his charges would be so 
large a percentage of the money 
involved as to constitute an ex- 
tremely exorbitent fee. 

As a result of all these consid- 
erations, the investment banker is 
highly se¥ective, and it is no re- 
flection on his judgment that he 
rejects proiects which are _ ulti- 
mately huge successes. So we 
come down to this problem of in- 
ducing venture capital to venture 
forth — and to venture forth at 
some reasonable cost. I doubt that 
the problem will ever be solved, 
and perhans it is best that it re- 
mein unsolved although it does 
deserve more study than it has 
received. Jf capital was easv to 
secure and low in. cost, failures 
would pr«bab!v multiply geomet- 
rically. The financial stru%le is, 
after all, a part of the overall] bat- 
tle to establish a new business and 
cen be as eaunlly rewerdine in 
experio-nce and in maintaining 
control. 

Present day social thinking and 
modern ediueation tend to elimi- 
nate strug¢le and disciniine and 
so soften the impact of this ecrvel 
and interesting world. I’m enough 
of a reactionary to believe that 
Giscipline has value and_ that 


struggle stimulates ingenuity— 


perhaps financial ingenuity. 


Form Stratford Secs. 

Stretford Securities Co., Inc. has 
been formed with offices at 225 
West 57th Street, New York City, 
to engave in a securities business. 
Samuel P. Lewis, 
President: Joseph Schwartz, Vice- 
President; and P. E. Lewis, Sec- 
retarv. Mr. Lewis was formerly 
with L. D. Frie¢man & Co., Inc., 
and Benjamin Zwang & Co. 


Jfficers are 
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Rockefeller Becomes Board’s Vice-Chairman 


Important changes in the senior management of The Chase 
Manhattan Bank were made at a meeting of the bank’s board of 
directors yesterday (Wednesday, Dec. 12). John J. McCloy, 
Chairman of the bank, announced that George Champion, Execu- 





J. Stewart Baker 


Jonn Js Mccoy George Champion wavid Rockefeller 


tive Vice-President, was elected President, and David Rockefeller, 
kLxecutive Vice-President, was named Vice-Chairman of the 
board, both of them to take office on Jan. 1, 1957. Both Mr. 
Champion and Mr. Rockefeller were appointed members of tne 
bank’s borr4 of directors effective immediately. 

Mr. McCloy said that J. Stewart Baker, who has been serving 
as Chairman of the Executive Committee and President, has for 
some time wished to relinquish the duties associated with the 
presidency of the bank in order that a younger man might fill 
that position. He will, however, continue as Chairman of the 
Executive Committee. He and Mr. McCloy will continue as the 
chief executive officers of the bank. 

David Rockefeller will replace his brother, Laurence Rocke- 
feller, on the board and Mr. Champion will take the place of 
Percy J. Ebbott, former president and later vice-chairman of the 
bank, who retired last summer after 43 years of service. The 
board thus will continue with its maximum membership of 25 
directors. 

In announcing the changes, Mr. McCloy said, “As one of the 
management members on the board Mr. Ebbott has offered to step 
aside in order that younger men in the management group might 
take an active part as directors. We are pleased that he will con- 
tinue to attend board meetings and to participate in its delibera- 
tions as Chairman of our Trust Advisory Board.” 

Mr. Champion, who joined the bank’s staff as an officer in 
1929, has been in charge of the United States department, the 
bank’s national territorial organization, and is one of the bank’s 
senior lending officers. He is a member of the Association of 
Reserve City Bankers and a director ot the Travelers Insurance 
Companies. 

Mr. Rockefeller is in charge of the bank development depart- 
ment, with rcsponsibility for the administrative and planning 
functions of the bank as a whole. He joined the bank’s foreign 
department ten years ago as an Assistant Manager and was Super- 
visor of the bank’s business in Latin America before assuming 
a senior executive post. Under his direction the bank opened 
several branches in Cuba, Puerto Rico and Panama. From 1952 
until 1955 he was a Senior Vice-President in charge of the metro- 
politan department including the New York City branches. He is 
affiliated with many philanthropic, educational and business in- 
terests. 
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Champion Elected Presiden! of Shase Manhattan; First Boston Elects 


Seven Vice-Presideni:. 


The First Boston Corporation 
has elected seven vice-president : 
at its New York cffice, 100 Broad 
way, according to an announce 
ment by George D. Woods, Chair 
man. 

~The new. vice-presidents’ ar> 
Fred G. Bentien of the Sales De 
partment; Lewis R. Bulkley of th: 
Trading Department; William | 
Caldwell of the Syndicate Depar* 
ment: Charles E. Halcomb of t! 
Trading Department; John S. M» 
lick, head of the Investment Ro 
search Department; Philip V. Mo - 
nan of the Government Bond D: 
partment; and Victor W. Mori, 
the Sales Department. 

-Mr. Bentien came to First Bes 
ton in 1929. Mr. Bulkley join :t 
the firm in 1942; Mr. Caldwe't 
joined First Boston in 1934; Me. 
Malick was formerly a vice-prest 
dent o fthe Fidelity-Philadelpk “= 
Trust Company. 


Arthur Combe V.-P. of 
Aubrey G. Lanston Go. 


Aubrey G. Lanston & Co., Inc 
15 Broad Street, New York Ci’ 
announced that Arthur J. Comb > 
has been elected a Vice-Presider<¢ 
of the firm. Mr. Combe has beer 
associated with the firm since 190% 
prior to which he was with t' 
Guaranty Trust Company of Ne ¢ 
York. 


Rotan, Mosle Go. 
To Admit J. H. Neal; 


HOUSTON, Texas — On Jan. °! 
Jess H. Nealy, Jr. will becor 
a partner in Rotan, Mosle & Co 
Bank of the Southwest Buildin * 
members of the New York Stoc < 
Exchange. 


With Walston Co. 


(Special to THE FINANCIAL CHRONICLE) 
SAN FRANCISCO, Calit - 
Edward L. Nilsen has becom : 
connected with Walston & Co 
Inc., 265 Montgomery Stree 
members of the New York ant 
San Francisco Stock Exchanges 


Dean Witter Adds 
(Special to THE FINANCIAL CHRONICLE) 
SAN JOSE, Calif. — Mebus 
Bartling has been added to ths 
staff of Dean Witter & Co., 34% 
North First Street. 
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The inevitable profit-taking 
set in on the stock market this 
week, eminently logical 
development after a week 
that produced the sharpest 
jump in the industrial aver- 
age in a dozen and a half 
years. 


an 


Aircrafts and Steels Resilient 

Aircrafts and steels were 
rather prominent on their 
ability to shrug off the realiz- 
ing and snap back where 
slight inroads were made at 
times. The fact that the long- 
pending union of Bethlehem 
Steel and Youngstown Sheet 
was being pushed by the com- 
panies to force the anti-trust 
division to get it into the 
courts for a definite ruling 
helped keep interest alive in 
the ferrous issues. The air- 
crafts were able to capture 
investor interest mostly on 
the assurance that their busi- 
ness will continue at high 
levels despite soft spots else- 
where in the economy. 


Year-end Tax Considerations 
Pervade 

There were indications that 
not all of the tax selling had 
been cleaned up yet. In fact 
the evidence would tend to 
show that some of it was de- 
ferred with the market’s 
strong rally last week to see 
how much of the losses could 
be minimized in the rebound. 
And the issues that were defi- 
nitely laggard continued to 
sag under the weight of liqui- 
dation that resumed when it 
became apparent they 
weren't going to benefit from 
the strength elsewhere. 


All in all, it made for many 
divergent moves and for thin 


markets in some of the less 
active issues. The debates 
over tight money were pretty 
much ignored by the market, 
particularly since it seemed 
fairly set not only that the 
tight 


going 


advocates of reins 
to 


also 


on 
credit stand 
their but that 
they would pull up another 
notch if credit expansion 
didn’t start to slow down. 


were 


ground, 


Rails were downright stub- 
born in their refusal to get 
going despite recurrent talks 
of their freight rate rise 
authorization being imminent. 
As has been the case for 
months, the occasional one- 
day sprees marketwise by the 
carriers simmered down 
rather rapidly and were still 
largely one-day phenomena. 


Westinghouse—A Bargain? 

There was some _ bargain 
searching through the list and 
such buying apparently was 
“good” buying, i.e. for the 
long pull rather than a fast 
turn. This was concentrated 
mostly on issues that have 
had long, private bear mar- 
kets of their own. One such, 
Westinghouse Electric, 
reached $80 last year and the 
year before. This year its 
profits were clipped hard by 
the long strike in earlier 
months. But the stock has 
shown little recovery, hover- 
ing in the mid-50’s and with 
a peak this year of only 
around $65. 


Admittedly Westinghouse 
will offer a dreary report for 
this year but the tide seems 
to have turned and earnings 
could snap back markedly 
next year. One of the heavy 
charges against this year’s 
earnings is that for the spe- 
cial promotion the company 
incurred to win back its mar- 
kets after the strike shut- 
down. 


Then there were special 
situations like Air Reduction 
where conversion of pre- 
ferred into common. shares 
both kept improved operating 
results understated  statisti- 
cally and the conversions, 
themselves, helped to weigh 
on the stock. 


The bulk of the conversions 
have taken place now and the 
dilution of the common is ap- 
proaching an end for Air Re- 
duction. Despite the weight 
the company has been able to 
up its dividend rate modestly 
both last year and late this 
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summer. The highly cyclical 
business has also been leveled 
out by stepping up the use of 
acetylene to make synthetic 
products including a plant of 
its own to utilize the gas for 
chemical manufacture. By up- 
grading its principal product, 
Air Reduction has succeeded 
in lifting profit margins 
sharply, with the prospect of 
doubling the margin next 
year over what it was two 
years ago. 


Sleepers Attract Interest 

Still another category that 
was in some favor at times 
were issues, like Anchor 
Hocking Glass, which have 
largely sat out the enthusiasm 
that affected other groups in 
the market. Anchor’s low 
times-earnings basis, less than 
nine-times-earnings in fact, 
and its comfortable yield of 
around 5!2‘« makes it, at 
least statistically, behind the 
market. 


Anchor has done little in 
recent years, in fact has had 
an unusually placid market 
life since its split, half a dozen 
vears ago. Its range this year 
has only been about what it 
was in 1955 and 1954, only a 
little better than a 10-point 
swing. And lately it has been 
far closer to the low figure 
than it has been poised for 
any assault on new peaks. 


There was little interest in 
the stores issues since the 
Christmas buying has been, if 
anything, a little tardy al- 
though it is still too early for 
retail trade experts to defi- 
nitely mark it down as a dis- 
appointing season. The vari- 
ous retail trade measurements 
were being watched carefully. 
however, and the first good 
news from this source could 
bring the store stocks into 
their seasonal popularity. 

Uncertainty Over Suez 

Despite some definite eas- 
ing of tensions in the Suez 
situation, the issues involved 
were still given to uncertain 
action. Part of it was due toa 
continuing debate over 
whether the domestic ship 
building issues would get the 
most largesse from the tanker 
shortage, or whether the Mid- 
dle East situation would clear 
up speedily that 
the international like 
Royal Dutch and Gulf would 
snap back and be the better 
market Neither 
group overall 
progress lately nor, on 
other hand, were they 
usually heavy when the going 


enough so 


oils 


performers. 
made much 
the 


un- 
was rough. 


The stimulus the domestic 
oils had derived from a shut- 
down of Middle East oil oper- 
ations seemed to have run its 
course and except where spe- 
cial conditions warranted, the 


olls were given 
stalling around. 


mostly to 


Motors Resting 

Motors were also waiting 
on something more definite to 
come along. So far the accept- 
ance of the new models has 
seemed to be fairly good and 
Chrysler, whose new cars 
seemed to be clicking, was the 
issue showing the better oc- 
casional market action. 
Chrysler has had rougher 
market action than the other 
of the Big Three leaving more 
room for a rebound if the new 
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though most 1957 forecasts 
point to good business 
throughout the year. Cincin- 
nati Milling Machine officials 
predict without any hesitation 
that operations at capacity 
are due throughout 1957 by 
this, the largest maker of 
machine tools. So far the 
tight money policies have 
failed to put any great damp- 
er on business expansion pro- 
grams and this, together with 
the projected increasing pace 
of business activity, is spelled 
out not enly in good business 
next year for Cincinnati but 


model year lives up to predic- 
tions. 


anything but pace-setters al- 


Nathan A. 


for several years ahead. 


[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 
“Chronicle.” They are presented 
as those of the author only.] 


Machine tool issues were 


SECURITY TRADERS ASSOCIATION OF NEW YORK 

Nathan A. Krumholz, of Siegel & Co., has been elected Presi- 
dent of the Security Traders Association of New York. Inc. for 
1957. Mr. Krumholz succeeds Edward J. Kelly, of Carl M. Loeb, 
Rhoades & Co. 

John J. McLaughlin, of McLaughlin, Cryan & Co., was named 
First Vice-President of the security traders group; Bernard J. 
Conlin, of P. F. Fox & Co., Second Vice-President; Barney Nieman, 


hi. 


Krumholz John J. McLaughlin Daniel G. Mullin Bernard J. Conlon 


of Carl Marks & Co., Inc., Secretary, and Daniel J. Mullin, of 
Tucker, Anthony & R. L. Day Co., Treasurer. 

Elected to serve as directors of the association for two-year 
terms were John S. Barker, of Lee Higginson Corp.; Stanley E. 
Dawson-Smith, of Cruttenden & Co.; Sidney Jacobs, of Sidney 
Jacohs & Co., and Elbridge H. Smith, of Stryker & Brown. 
J. Markham, of Wertheim & Co., and James V. Torpie, of Torpie 
& Saltzman, the Gratuity Fund for 


a two-year term. 


Edwin 


were appointed trustees of 


BOND TRADERS CLUB OF CHICAGO 

Fdward A. Roob, Bros. & Hutzler, 
30nd Traders Club of Chicago, announces that the club’s annual 
Jan. 28 at the Sheraton Hotei, 
p.m. 


Salomon President of the 
winter party will be held Monday, 
Dinner at 7 


reservations 


Cocktails at 6 p.m. 
Hotel made with Charles G. Scheuer, 
Wim. H. Tegtmeyer & Co; general reservations with John D. Kipp, 
A. G. Becker & Co. Incorporated. J. A. Marquardt, Wm. A. Fuller 
& Co., is in Milton J. 
Straus, Blosser & McDowell, prizes. 
STANY TRANSFER TAX FORUM 
In view of the many questions of interpretation which have 


may be 


charge of optimistic options and Isaacs, 


been raised concerning the New York State transfer tax, a special 
by the Security Traders 
New York for an open airing of this subject, as 
well as similar Federal tax problems. This will be held Thursday, 
Dec. 13, 4:30 p.m. at The Bankers Club, 120 Broadway (38th Floor). 

Mortimer M. Kassell, Deputy Commissioner and Counsel of 
the New York State Tax Commission, and Leo A. Diamond, former 
special assistant to Chief Counsel, U. S. Bureau of Internal Revenue 
and presently of the faculty of the Practicing Law Institute, have 
consented to address this forum and answer questions from the 


meeting and forum has been arranged 


Associtaion of 


floor. 

Cashiers, partners, and any other individuals interested in this 
important New York State Stamp Tax matter, and other 
allied tax problems affecting transfers of securities, invited. 


most 
are 
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Reforming Professional Services 


By ROGER W. BABSON 


Doctors, lawyers, optometrists, 


dental technicians, real estate 


agents are asked to reform procedures used so that their 
simple services can be secured without making an adyanced 
appointment, and at fees less than one dollar, by recognized 


financial analyst. In the end, 


professionals will benefit 


After returning from Florida 
this spring, I felt I would like 
some new reading glasses and 
called up an optometrist. I was 
told that I 
could not get 
an appoint- 
ment fora 
month. After 
waiting a 
month for an 
appointment, 
and then even- 
tuaily finding 
a parking 
space, I had a 
half hour with 
him. There- 
upon he gave 
me a prescrip- 
tion for the 
glasses, which 
caused me to go to the next village 
and hunt again for another park- 
ing space. Certainly the time is 
coming when one call will com- 
plete such a transaction. Further- 
more, there is no more reason why 
we should have to make an ap- 
pointment in advance to have our 
eyes tested than to get a shampoo. 





Roger W. Babson 


Advance Appointments 
Unnecessary 

During the summer I had trou- 
ble with one of my ears. I again 
was required to wait a week for 
an appointment. Although the ear 
doctor felt that the trouble was 
perhaps due to low blood pressure, 
he would not take my blood pres- 
Sure but sent me instead to a local 
doctor. Again I had to wait a 
week for an appointment to have 
my blood pressure taken. I finally 
Was advised to buy a hearing aid 
of some kind. 

I am able to get a manicure 
without an appointment, but to 
have a corn cut I must get an 
advance appointment, and perhaps 
wait several days! The whole per- 
formance seems irrational to me. 
Doctors are now setting up offices 
in the same building, but this will 
not solve my problem. I want to 
be able to find all these simple 
personal services in one building, 
and some day I will be able to do 
it. And, furthermore, without ad- 
vance appointment! 


Experience With Dentists 

For many years I have believed 
in the importance of having one’s 
teeth cleaned every month, but 
this could not be done without an 
advance appointment. When talk- 
ing to my associate workers of the 
importance of preventing decay 
by monthly cleaning, I found they 
were troubled by the same ad- 
vance appointment difficulties. 
Thereupon, I decided to have a 
dental nurse in my-own building 
to do this work, unattached to 
any dentist. To my great surprise 
I found this was against the law 
and I was obliged to go to the 
Massachusets Legislature to get a 
special act to permit it. Yet we 
are allowed to teach our servants 
or members of our family to in- 
oculate us with insulin. 

Recently I bought a new home 
through a local real estate agent. 
Within a few days I had telephone 
calls from other agents stating 
that they could get the property 
for less money. It would seem that 
in a town the size of Wellesley 
there could be some central clear- 
ing house where all houses for 
sale could be listed. The difficulty 
seems to be that people dare not 
list the house, or even consult two 
or three agencies, for fear of get- 


Mr. Babson opines, “all the 
from such a procedure.” 


ting into a conflict as to who 


should have the commission. 


The Legal Graft 
In the little town of New Bos- 
ton, N. H., there is no bank or 
lawyer, but a very intelligent 
woman has been helping local 
people in various ways, including 
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providing forms for very simple 
wills. She has recently been noti- 
fied by the attorney of the N. H. 
Lawyers Association that she will 
be prosecuted if she continues this. 
I personally went to see this at- 
torney to plead for her and he 
said that the law applies not only 


to her but also to banks, real 
estate agents, brokers, and all 
others. I later found that my 


own local bank, which advertises 
for Trust Funds, must send you to 
a lawyer to make the Trust for 
you to use. 

As a result of these experi- 
ences, I forecast that simple pro- 
fessional and other special serv- 
ices will some day be obtainable 
at one central ground-floor “store”’ 


under the charge of competent 
nurses or other trained persons. 


Certain simple services which we 
can now get only from doctors, 
lawyers, optometrists, opticians, 
dental technicians, chiropodists, 
manicurists, and real estate agents 
we will then be able to secure 
without making an advance ap- 
pointment, and at fees of less than 
one dollar. When the nurse or her 
assistant 


locates any dangerous 


symptom, the “customer” will be 
urged to visit a doctor, dentist, 
lawyer, or other professional offi- 
cial at once and will make an 
appointment therefor. In the end, 
the public and all the professions 
will benefit from such a procedure. 
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Arthur Tresch Joins 
A. E. Masten & Co. 


PITTSBURGH, Pa. Arthur 
Tresch has become associated with 
A. E. Masten & Company, First 
National Bank Building, members 
of the New York Stock Exchange 
and other exchanges, as manager 
of the municipal bond department. 


Mr. Tresch was formerly with 
B. J. Van Ingen & Co., Inc., in 
Chicago. 


Now Kimball Secs. 


The firm name of Kimball & 
Co., 40 Exchange Place, New York 
City, has been changed to Kim- 
ball Securities, Inc. 


A new source of COPPER | 


from “‘the richest hill on earth’’ 


At Butte, Montana—‘“‘the richest hill on earth’’— 
copper’s future has never looked better. One reason 
is Anaconda’s activity at Berkeley Pit, where a 
new open pit mining operation is recovering prof- 
itable low-grade copper ore. 


Experimental work at Berkeley Pit, begun in 1954, 
assures an ore reserve of at least 100 million tons. 
Today Berkeley Pit is yielding ever-increasing ore 
tonnages. When fully developed in mid-1957, this 
project alone will be adding 65 million pounds of 


The 
ANACONDA 


Company 


Anaconda Aluminum Company 
International Smelting & Refining Company 
Andes Copper Mining Company 

Chile Copper Company 

Greene Cananea Copper Company 


copper annually to the world’s supply and will 
continue to do so for many years to come. 


Berkeley Pit is just one phase of Anaconda’s pro- 


gram which assures for Butte a 


mining future even 


brighter and longer than its long, productive past. 
Meanwhile, Anaconda continues to apply its more 
than 60 years’ experience, not only to the develop- 
ment of new copper sources, but to meeting the 
expanding needs of industry for more and better 
products in the entire non-ferrous metal field. 


stire 








The American Brass Company 
Anaconda Wire & Cable Company 


5627048 


PRODUCERS OF: Copper, zine, lead, aluminum, 
r, gold, platinum, palladtum, cadmtum, selentum, 
tellurtum, urantum oxrtde, nodultzed manganese 

ore and standard ferromanganese, trebie- 

super Phosphate, arsentc, bismuth, indium. 





MANUFACTURERS OF: Copper and 
aluminum electrical uwtres and cables: copper, 
brass, bronze and other copper alloys tn such forms 


as sheet, plate, tube, pipe, rod, wtre, forgings, 
stampings, extrustons, flertole metal 


bose and tubing. 
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The Defense of Sterling 


By PAUL EINZIG 


Well known British economist explains why it is safe to con- 
clude that sterling will be successfully defended against any 
further pressure in the new year. Dr. Einzig notes: politics has 


been cast aside in defense of 


sterling’s present parity; fears 


of political crisis—resulting in a Socialist Government—is now 
a matter of the past; seasonal uplift in exports should be ac- 
centuated in view of Suez crisis causing consumer demand 
decline, inventory accumulation, and restrained wage demands; 
and effective Governmental measures undertaken including 
deferring interest payment on 1946 U.S. A loan. 


Although 
for a 
re- 


LONDON, England 
everybody was prepared 
sharp fall in the British gold 
serve during November, the an- 
nouncement 
that tne 
amount lost 
was $279 mil- 
lion came nev- 
ertheless 
shock. It even 
shocked the 
Opposition in- 
to temporary 
silence, fol- 
lowing on the 
announcement 
of the figure 
by Mr. Mac- 
millan in tne 
House of Com- 
mons. For 
once, Party politics were cast 
aside, and the official spokesman 
of the Labor Party was almost 
uncritical in his endorsement of 
the Government’s measures in de- 
fense of sterling. 

A fact that emerged forcefully 
from the statement and from the 
brief debate that followed it is 
that the Government is as deter- 
mined as ever to defend sterling 
at its present parity. There is no 
question of seeking to take the 
line of least resistance by devalu- 
ing sterling. Such a step would 
coubtless bring temporary reiief, 
for at its lowest level sterling 
would command more confidence, 


as a 





Paul Einzizg 


and foreign sterling balances 


would be replenished, short posi- 
tions would be covered, and many 
Ceferred sterling payments would 
be effected. In spite of this, Mr. 
Macmillan will resist the tempta- 
tion of solving his problem with 
a2 stroke of the pen. Instead, he 
is going to try to solve it the 
hard way. 

The alternative to devaluation 
is to restore confidence by means 
cf strengthening both the technical 
position and the fundamental po- 
sition. The first aim is sought to 
be attained by reinforcing the 
Ciminished gold and dollar re- 
serves. To that end, the Chancel- 
lor intends to use the Treasury’s 
collar securities for the purpose of 
raising a dollar credit, and he also 
intends to draw on the dollar ta- 


cilities at Britain’s disposal at the 
International Monetary Fund. He 
also applied to the Washington 
Administration for consent to de- 
fer the payment of interest on 
the loan of 1946. Between them 
these measures should go a long 
way towards increasing tae means 
with which sterling can be de- 
fended. 


Not to Continue 
if pressure on sterling 
at the same rate 


Drain 
Of course, 
were to continue 
at which it was going on during 
November, the above measures 
would only secure a few months’ 
respite. Fortunately there no 
reason to expect the continuation 
of the drain on the same scale 
after the turn of the year. By that 
time the seasonal factor will have 
turned in favor of sterling. And 
the chances are that before very 
long the Suez Canal will be re- 
opened for traffic, so that dollar 
oil requirements will become re- 
duced to more normal proportions. 
In any case, as a result of the 
compliance of the British and 
French Governments with the 
United Nations demand to evacu- 
ate Egypt, there now appears to 
be a better chance for obtaining 
dollar facilities to finance abnor- 
mal dollar oil imports. 
Unfortunately, the tension in the 
Midale East and in Europe is like- 
ly to continue, or it is likely to 
revive from time to time. Even 
so, it is not likely to be as acute 
as it was in November. It is even 
possible that, as a natural reaction 
to the realization that we were at 
one time on the verge of the third 
world war, there may be a genu- 
ine effort on the part of the op- 
posing camps to improve their 
relations. As a result, the psycho- 
logical factor of war fears is likely 
to affect sterling to a less extent 
in the near future than it had 
affected it in the recent past. 
Moreover, fears of a domestic 
political crisis as a result of a dis- 
agreement within the Conservative 
Party on the Government's Middle 
Eastern policy, -vhich might have 
resulted in the advent of a Social- 
ist Government are now a matter 
of the past. 


is 


Miiitary expenditure is expected 





SURVING THE 
TIEARTLAND 
Of THIS GREAT STATE 


An iowa Corporation 





Cedar Rapids, 
Towa 


Agricuiture and Industry 
—a Balanced Economy 





This area has the remark- 
able characteristic of being 
equally balanced between 
agriculture and industry. 


IOWA ELECTRIC 
LIGHT=- POWER 


7 





Company 


The kilowatt hour sales of this Company exceed one billion 


— of which, 41% 


s used by industrial and commercial 


customers. Serving 58 Iowa counties, we are working and 
planning years ahead, so that we may be able to meet ALL 


power needs as they develop. 





The 


to decline as a result of the with- 
drawal of British troops. In par- 
ticular expenditure overseas in- 
volving the use of foreign ex- 
change will be lower. The release 
of reservists called up in connec- 
tion with the Egyptian interven- 
tion will also help towards 
reducing military spending. 


Exports to Increase 

Much more important from the 
point of view of the prospects of 
sterling, however, is the change 
in the general economic atmos- 
phere. As a result of political 
and economic uncertainties, con- 
sumer demand has declined con- 
siderably. Jn spite of the approach 
of the Christmas season, retail 
business is unusually slack. This 
is bound to lead to tne accumula- 
tion of inventories, wnich again 
will induce industrial firms to put 
more effort into their export 
drive. So long as it was very easy 
to unload everything in the do- 
mestic market, most firms 
rather half-hearted about their 
export markets. Hence the long 
delivery dates and uncompetitive 
Now that domestic mar- 
kets become aifficult, there 
will be large quantities of goods 
released for export, and producers 
will do their best to export tnem. 

Even though the improvement 
of the international situation and 
the restoration of normal traffic 
conaitions through the Suez Canal 
may encourage some revival of 
consumer demand, the economic 
outlook will remain sufficiently 
obscure to prevent a revival of tne 
inflatignary boom. The motor in- 
austryv is «expected to remain for 
some time under the influence of 
petrol rationing and the increase 
of import duty on petrol. Mr 
Macmillan’s warning about t 
possibisity of higher income tax 
in toe next budget should go a 
long way towards preventing a 
return of the buying fever tnat 
has been going on continuously 
for many years. 


were 


prices. 


have 


le 


Demands Restrained 

The situation carries the possi- 
bility of a certain amount ot un- 
employment and short-time work- 
ing, and this itself is sufficient to 
discourage consumption by em- 
ployees, which represents a large 
proportion of domestic consump- 
tion. What is even more impor- 
tant, the mere possibility of un- 
employment is sufficient to 
discOurage excessive wages de- 
mands. Amidst prevailing condi- 
tions, the trade unions are not 
likely to press their claims too 
much. Most of them will be pre- 
pared to accept a relatively mod- 
erate rise. Had it not been tor 
the cifticulties caused by the Suez 
crisis, taey would have heid out 
for :inaxla.um demands, and wouid 
have been wiliing to tace major 
sivikes if e€n:pioyers had refused 
to concede their claims. 

In any event, Mr. Macimrilan 
foveshacowed a further reintorce- 
ment of the credit squeeze, sncuid 
this prove to be necessary. In real- 
ity, in the changed situation tnere 
is every likelihcod ot a decline in 
the voiume of credit through voi- 
untary repayments as ana when 
tne inventories are liquidated and 
not replaced by repeat orders. Tne 
deciine in consumer demand means 
a tall in imports of consumer 
goods. Together with the im- 
provement of export pruspects, 
this should accentuate the seasonal 
improvement of the balance of 
payments Guring the early months 
of 1957. 

Taking everything into consider- 
ation it seems safe to conclude 
that Mr. Macmillan will be able 
to defend sterling against any fur- 
ther pressure in tie new year. 
Apart altogether from the rein- 
forcement of the gold reserve with 
the aid dollar credits, it 
likely to 'recove-r appreciably 
through the replenishment of 
sterling holdings and the improve- 
ment of the baiance of payments. 


Wage 


of 


is 


Commercial and Financial Chronicle 


... Thursday, December 13, 1956 





NEWS ABOUT BANKS 
AND BANKERS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 





A resolution 
stockholders 
capital stock 


recommending to 
an increase in the 
of Guaranty Trust 
Company of New York from 
$100,000,000 to $120,000,000 
through payment of a stock divi- 
dend at the rate of one share for 
each five shares held was adopted 
at a meeting of the company’s 
board of directors on Dec. 5. Ap- 
proval of the proposal would in- 
crease the company’s canital stock 
from the present 5,000,000 shares 
of $20 par value each to 6,000,000 
shares of the same par value. 
Guaranty directors at the same 
meeting declared a quarterly 
dividend ot 80 cents a share on 
the capital stock of the company 
tor the quarter ending Dec. 31, 
1956, and an extra dividend of 80 
cents a share, both payable on 
Jan. 15, next, to stockholders of 
record at the close of business 
Dec. 14, 1956. The result of this 
action that dividends totaling 
$4 per share have been declared 
during the year 1956. 


is 


The appointment of Homer W. 
Lynch as a Trust Officer of Man- 
ufacturers Trust Company of New 
York, was announced by Horace 
C. Flanigan, Chairman of the 
Board, on Dec. 6. Mr. Lynch at- 
tended the University of Dela- 
ware and received his Bachelor 
of Laws degree from the Univer- 
sity of Virginia. He practiced law 
in New York City for 25 years; 
he was formerly a partner of the 
law firm of Van Verst, Siegel and 
Smith. He joined Manufacturers 
Trust Company in January 1956 
and at present is assigned to the 
personal trust department, lo- 
cated at the banks main office, 
55 Broad Street. 


The First National City Bank of 
New York announced on Dec. 12 
the appointment of five Assistant 
Vice-Presidents, one Assis’ \ t 
Cashier and two Assistant Man- 
agers. The appoinimneiics 
follows: 

From 
ictant 
Frey, 


diat€ as 

Assistant Cashier to As- 

Viee-President: Albert F. 

y, Cashier’s Department; De- 
Witt A. Tornor, Bond Adminis- 
tration: Lewis C. Murdock, 
Domestic Division; William Slack, 
Fitth Avenue Office; William F. 
oweeney, Bord Administration. 

John W. Benton, ct the Over- 
Seas Division, was avnvointed 
Assistant Cashier. Willard A. 
Flath, 28th Street Office, and 
Charles J. Stamm, Bronx Officé, 
were appointed Assistant Man- 
agers. 

Troias J. Sharahan, President 
ot Federaticn Bank and Trust 
Company, of New York = §an- 
nounced on Dec. 12 that the 
cirectors cf the bank have de- 
clared a regular quarierly divi- 
cend of 30 cents per share, plu; 
an extra 5 cents for the fourth 
cuarter of 1956, making a total 
of $1.25 cash for the year. 'n 
addition a stock dividend of 215% 
was voted. The cash dividend fs 
payable on Dec. 26, to stock- 
holders of record Dec. 18. Stock- 
holders will be asked to approve 
the stock dividend at their annual 
meeting on Jan. 8. This stock 
dividend will increase the bank’s 
outstanding capital shares from 
348.000 to 356,700 shares. The 
Federation Bank and Trust Com- 
pany, with headquarters in the 
Coliseum at 190 Celumbus Circie, 
maintains two additional offices 
in New York City, and one in 
Fiushing, Long Isiand, New York. 


The New York State Banking 
Department appreved on Dec. 3 
pians to inerease the capital 


ot the Commercial State Bank 
and Tiust Company cf New York, 
at 116 Fifth Avenue, from $2.- 
103.300, consisting of 84,132 shares 
of the par value of $25 per share. 
to $2,145,375, consisting of 85,815 
shares of the same par value. 


The Chartered Bank of India, 
Australia and China which was 
incorporated in England by Royal 
Charter in 1853, will henceforth 
be known as The Chartered Bank. 
It is announced that simplifica- 
tion of the bank’s title does not 
signify any change in its sphere 
of operations. The announcement, 
made available Dec. 6 also notes 
that the bank’s branch system, 
under British management. di- 
recited from London serves: Aden, 
India, Pakistan, Ceylon, Burma, 
Singapore and Federation of Ma- 
laya, North Borneo and Sarawak, 
Indonesia, Cambodia, Vietnam, 
Thailand, The Philippine Repub- 
lic, Hongkong, Japan and Ham- 
burg, Germany. J. Scott is agent 
of the bank in New York. 

* 4 Fe 

In line with the permissive rul- 
ing issued recently by the Fed- 
eral Reserve Board, the Meadow 
Brook National Bank of West 
Hempstead with 26 offices’ in 
Nassau County, L. L, N. Y., will 
pay 3% interest on its savings 
accounts. This. is an increase of 
one-half of one percent from the 
rate currently being paid and will 
become effective Jan. 1 next.- In 
making the announcement, Au- 
gustus B. Weller, President of the 
hieaaow Brook Bank, said, “Three 
percent per annum is now the 
legal maximum rate for commer- 
cial banks to pay on their sav- 
ings deposits. We believe it is 
a responsibility of the banks to 
pay this rate so long as it is eco- 
nomically possible for them to do 
so. It is our hope that in offer- 
ing this additional incentive to 
the public to save, more funds 
will become available for the fi- 
nancing of the continuing growth 
of the area which is currently 
being partially blocked by the 
‘tight money’ situation.” 

% 3 * 


The Manufacturers and Traders 
Trust Company of Buffalo, N. Y., 
has been authorized by the State 
Banking Department to increase 
its capital, and at the same time 
(Nov. 2%), has received authoriza- 
tion from the Department to 
merge the Genesee Trust Com- 
pany ef Batavia, Green County. 
N. Y., into the Manufacturers & 
Tiacers Trust Co. under the title 
cit the latter. As to the enlarge- 
nent of the capital of the Manu- 
facturers Trust, approval has been 
given to a certificate of increase 
of capital stock from $8,712,000, 
cons.is.ing of 1,742,400 shares of 
the par value of $5 each, to $8,- 
$99,550, consisting cf 1,799,900 
shares of the same par value. 
Earlier in the month, Nov. 19, the 
Manu aciurers and Traders Trust 
received authority from _ the 
Banking department to open a 
branch office in a proposed shop- 
ping center to be known as Grand 
Island Plaza, located at Grand 
Island Boulevard and Base-Line 
Read, Grand Island, Erie County, 
N. Y., on Nov. 20. 

The board of directors of the 
Liberty Bank of Buifalo, at Buf- 
falo, N. Y., announced the election 
on Nov. 29 of E. Perry Spink as 
President. 

Approval on Dec. 5 of plans of 
the Northern New York Trust 
Comvary of Watertown, N. Y. to 
increase its capital stock from 
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$962,500, consisting of 38,590 
shares, par vaiue $25 per share, 
to $2,000,000, in 80,000 snares of 
the same par value, was granted 
by the New York State Bauking 
Department. 


The National Bank of Plymouth 
County of Brockvon, Mass. an- 
neunces ithe appointment of Mr. 
teginald ‘I’. Coje to the office of 
Chairman of the Board and Chiei 
Execuiive Officer. Mr. Coie had 
previousiy been President of tie 
as - 

Bank. ‘} 

The board of directors of the 
Citizens ‘Irust Company of Sum- 
mit, N. J., at their meeting on 
Dec. 4 declared a semi-annual 
dividend of. 50 cents per share 
régular and 35 cents per share 
extra on the capital stock of the 
cempany, payable Jan. 4 to 
holders of record Dec. 14. 


The board of directors of the 
Provident Trust Company of 
Philadeiphia have made _ seven 
new promotions among officials 
of. the bank, William R. K. Mit- 
chell, Chairman and Benjamin F. 
Sawin, President of the bank, an- 
nounced on Dec. 10. The directors 
promoted Carl F. Flood and Nor- 
mar E. Walz to positions as As- 
sistant Vice-Presidents. Mr. Flood 
was formerly an Assistant Treas- 
urer and Mr. Walz a Trust Ofti- 
cer. Henry C. Farr and Thomas 
V. Zug, tormerly Assistant Trust 
Officers, have been promoted to 
positious as Trust Orficers. Paul 
Francis ‘Toolan has been ap- 
pointed an Assistant Trust Offi- 
cer, John Richard Boylan an As- 
sistant Trust Investment Officer 
and Everett L. Miller an Assis.ant 
Treasurer of the company. 

- Mr. Flood, with Provident since 
1933, is currently in charge of 
operations at the bank’s Media 
office. Mr. Walz, who has served 
in the title, real estate and estate 
planning departments, is cur- 
rently active in the solicitation 
of new trust business, prospect 
research and advertising and 
publicity. Mr. Farr, formerly As- 
sistant Trust Officer, joined the 
company in 1929 and served in 
the auait and trust tax depart- 
ments. He is currently serving 
in the trust administration de- 
partment. Mr. Zug, formerly As- 
sistant Trust Olficer, joined Prov- 
ident in 1933. He served in the 
trust accounting, audit, tax and 
Statistical departments and _ is 
currently associated with the 
trust uaministration department. 
Mr. Too.an joined Provident in 
1953 und has been specializing 
in legal matters. Mr. Boylan has 
been in the trust investment de- 
partment since joining the com- 
pany in August, 1954. Mr. Miller 
became associated with Provident 
in 1940 and is currently in chaige 
of the tabulating section. 


The Western Pennsylvania Na- 
tional Bank of McKeesport, .g 
announced that on Dec. 7 it re- 
ceived preliminary approval to 
purchase the First National Bank 
ef Houston, Pa. The 55-year-old 
bank. it is said, will be the 14th 
acquired by WPNB in the four 
years that M. A. Cancelliere has 
been its President and the fifih 
added in the last 12 months. It 
will increase WPNB’s total re- 
sources, it is stated, to almost $157 
million. Preliminary approval of 
the purchase was granted by the 
U. S. Comptroller of the Cur- 
rency. The purchase now 1s sub- 
ject to the approval of stock- 
holders. The Houston bank- has 
total resources of $2.9 million and 
deposits of $2.6 million. It will 
be known as. the Houston office 
of the Western Pennsylvania Na- 
tional Bank. Present directors of 
the Houston bank, who will be- 
come members of WPNB’s Ad- 
visory Board, are J. C. King, R. 
E. Plunkett; Harry M: Templeton, 
Ralph W. Peacoek.- J. Clenn 
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Patsch, H. B. Paxton, Dr. W. T. par. ... The stock melon means or sold until 2 p.m. on March 1. thorized the transfer of $400.000 
MecVitty and W. E. Speakman. an increased capital for the insti- They will then be sold by the from the undivided profits ‘ac- 
tution and permits a higher limit trustees in the open market at count to the surplus account. This 
An increase in the capital of on single loans. Riggs now has the best available price and the action increases the previous sure 
the Riggs National Bank of Wash- $7,250,000 capital and $15 million proceeds distributed. pro rata to plus account of $3,200,000 to $3,< 
ingion, PD. C., is planned, it has surplus. Wich $8 million capital the holders. 600,000, which is an amount equal 
been | announced by Robert V. and $15 million surplus, Riggs The first dividend on the new to the capital stock of $3,600,000 
Fleming, Chairman of the Board. will be in a_ position to make capital will be declared on March Capital and surplus now will 
An item in the ‘Washington Post” single loans as high as $2.3 mil- 12.” amount to $7,200,000, according 
and “Times Herald” of Dec. 4 by lion (10% of combined capital % to Thomas C. Boushall, President, 
Oliver Goodman, Financial Edi- and surplus). Mr. Fleming stated The: board of directors of The and this total. together with the 
tor, stated that Mr. Fleming re- that the new shares represented Bank of Virginia at Richmond, more than $800,000 in the undi- 
ported that the directors of the by the stock dividend will be is- Wa.. on Dec. 7 elected Herbert C. vided profits account, will bring 
bank have recommended a four- sued on the basis of 3/29ths of a Moseley Executive Vice-President the bank’s total capital funds to 
for-one stock dividend. The pro- share for each share held after and a director of the bank; just over $8,000,000. The bank’s 
posal will be acted upon by the the reduction in par value from promoted six other officers; in- reserves total an additonal $3,- 
stockholders on Jan. 8. From the $100 to $25. creased the bank’s surplus ac- 000,000, Mr. Boushall said. 
“Washington Post” we also quote: “Approval of shareholders is count and declared a fourth quar- Mr. Moseley’s promotion from 
“The split, Mr. Fleming said in Considered a_ certainty. Stock- ter dividend of 25 cents a share. Senior Vice-President to Execu- 
a letter to shareholders, will be holders of record Jan. 8, 1957, John B. Orgain, Jr. and Frederick tive Vice-President fills the latter 
accomplished by reducing the par Will receive on Jan. 15 both the Deane, Jr., both of Richmond, office in the bank for the first 
value of the Riggs shares from additional shares resulting from were. promoted to  Vice-Presi- time in a number of years and 
$100 to $25. This will be the first the change in par value and the dents. Four promoted from brings to it an officer with 28 
stock split in the 60-year his- stock dividend. Mr. Fleming said Assistant Cashiers to Assistant years’ banking experience. Join- 
tory of the institution as a Na- that fractional stock dividend Vice-Presidents were Allan A. ing The Bank of Virginia on Jan, 
tional Bank. The stock dividend, shares will not be issued. For the Campbell, of Norfolk; O. Watts 1. 1945, Mr. Moseley’s first as- 
Mr. Fleming added, will increase fractions, directors will appoint Gills, of Roanoke: Moreland H. signment with the bank was that 
Riggs’ capital from the present trustees who will issue certifi- Smith, of Richmond and John J. of Assistant Vice-President and 
$7,250,000 divided into 72,500 cates of participation. These cer- Whitt, Jr. aft Petersburg. Meet- Cashier of the bank in Peters- 
agen a Bee i ae : a Ee ; ; . we oc, vurg. He was elected a Vice- 
shares of $100 par to $8 million tificates will be in units of 1/29th ing in the regular monthly ses- 
divided into 320,000 shares of $25 of a share and may be bought sion, the bank’s directors au- Continued on page 107 
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Bank Credit Demand Qutlook 


By DR. ROGER F. MURRAY* 


Associate Dean, Graduate School 


of Business, Columbia University 


After summarizing and concurring in the general cautiously 


optimistic outlook views for 


1957, and the past phrases 


often used regarding lending standards, Dr. Murray explores 
the more pertinent topic of demand outlook for bank credit. 
Anticipates no significant easing in money tightness until the 
turning point of credit demand, which is not in sight as yet, 
occurs. Observes such strong factors as: decreasing corporate 
liquidity; increasing business inventory in line with sales and 
unfilled orders; capital investment showing no sign of fading 
away; and rising state-local borrowing volume. Author, how- 
ever, is suspicious of profit trend which may induce gradually 
diminished capital outlay, and of the inability to pass on higher 
operating costs. Concludes bank credit analysts should study 
“profit margins and return on investment in our institutions.” 


The Outlook Season 


What used to be called the Ad- 
vent Season can now be quite 
appropriately called the Outlook 
Season. From now until early in 
1957, we shall 
all be deluged ‘ ; 
with apprais- J 
als, forecasts, 
projections, 
and interpre- 
tations of what 
the new year 
has in store for 
the world, the 
nation, and 
the banking 
business. 

I have no 
secret formula 
for penetrat- 
ing the murky 
atmosphere of 
1957, but I am quite positive that 
the consensus of forecasts will be 
to this effect: The year will start 
with a momentum that will assure 
a rising level of activity lasting at 
least through the spring, but there 
are signs of a leveling off and per- 
haps some downturn during the 
second half of the year. This fore- 
cast has been a popular one in 
almost every postwar year. It 
happened to be good for 1948 and 
1953, but the perversity of eco- 
nomic developments has not made 
it particularly useful the rest of 
the time. 

The pattern of 
timism reflected in this type of 
expectation has, however, been 
one of our greatest resources in 
the quest for economic stability. 
The same restraint exercised for 
the most part of the extension of 
bank credit has undoubtedly con- 
tributed to the prevention § of 
speculative excesses despite a 
decade of booms and inflationary 
pressures. 


Roger F. Murray 


restrained op- 


An Occupational Outlook 


I take it that a good 
mind for the loan and credit of- 
ficer is this same cautious or 
restrained optimism with the em- 
phasis a little more on the quali- 
fying adjective than in the case 
of the prospective borrower. It 
has not been a problem to secure 
widespread agreement, almost in- 
variably in word even if less con- 
sistently in deed, on the proposi- 
tion that, although the outlook is 
generally satisfactory, this is no 
time to relax vigilance, impair 
lending standards, or depart from 
time-tested principles of sound 
lending. In short, the atmosphere 
is generally sympathetic to the 
kind of an occupational outlook 
characteristic of those who make 
it their business to lend money. 

If I were to present what I 
expect is the widely held view of 
the credit outlook, therefore, it 
would be congenial to this group 
although not very novel or inter- 
esting. You would nod, either in 
assent or drowsiness, as I painted 
a picture of good business in the 
months ahead while giving you 


state of 


*An address by Dr. Murray before 
the 2nd Annual Fal! Conference cf the 
Rochester and Central New York Chap- 
ter of Robert Morris Associates, Nov. 
28, 1956. 


warnings that you do not need 
about my favorite topic for view- 
ing with alarm. Any of you can 
give this speech as well as I can. 
So, let us consider that I have 
made this presentation and stirred 
you to new determination not to 
let a long period of prosperity dull 
your perceptiveness of developing 
weaknesses. 

The corollary observation is that 
the position of the Federal Reserve 
is soundly taken. Under prevail- 
ing conditions, keeping a check 
on the availability of credit is 
essential if we are to avoid further 
upward pressures on prices for 
industrial goods and the further 
developenent of a capital expen- 
diture boom which cannot be sus- 
tained. I assume that on balance 
some reserves will be supplied to 
the banking system to meet sea- 
sonal requirements and what is 
called normal growth. But these 
reserves will be supplied reluc- 
tantly, especially when the mar- 
ket is free from Treasury financ- 
ing. When and _ whether the 
discount rate will be increased is 
a matter of technique which we 
can safely leave to the discretion 
of the authorities. 

With this behind us and _ se- 
curely in the record, we are free 
to explore what appeal to me as 
more challenging and more fun- 
damental aspects of the credit 
outlook. 


The Demand for Bank Credit 
For example, all of us are vitally 
concerned over the persistent de- 
mand for bank credit and the 
problems of rationing which we 
face. How long will it last? About 
all we can say is that the turning 
point is not yet in sight and that 
we had better be prepared for a 
tight money situation in the 
months ahead. I base this obser- 
vation om two measures of the 
demand for funds which I find 
very useful in appraising trends. 
The first measure, derived from 
the SEC’s quarterly estimates of 
the working capital position of 
nonfinancial corporations, shows 
the trend in corporate liquidity. 
It holdings of cash and U. S. Gov- 
ernment securities are expressed 
as a percentage of total current 
liabilities, we obtain a _ sensitive 
indicator of the trend in the de- 
mand for funds on the part of 
corporate business organizations. 
This liquidity ratio rose to 53.3% 
at the end of 1953 and to 55.4% 
at the end of 1954. It dropped 
moderately to 53.7% by the close 
of 1955. On June 30 it stood at 
48.0% compared with 55.0% a 
year earlier, perhaps the most 
precipitous drop of which we have 
a record. Apart from seasonal 
factors which are of course pres- 
ent in this series, there are no 
signs of any improvement in the 
corporate liquidity picture. When, 
as, and if we see corporations 
ceasing to lose liquidity we can 
Start looking for a moderation in 
the demand for business loans. 
Inventory accumulation from 
June 30, 1955 to June 30, 1956 
amounted to $9.0 billion according 
to the SEC estimates, while com- 
mercial receivables rose slightly 
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Federal in- 
tax payments were another 
important drain on cash. At the 
same time, plant and equipment 
outlays were reaching record 
levels at a pace which continues 
to outrun the sluggish flow of 
funds from internal sources such 
us depreciation and retained earn- 
ings. The incessant demand for 
short-term and long-term funds 
on the part of business, is then 
neither obscure nor mysterious. In 
wondering about when the situa- 
tion may change, we know where 
to look and what to study. In the 
process, it seems to me that there 
may be some very interesting ap- 
plications to the art of credit 
analysis. 


more than payables. 


come 


Factors in the Outlook 


First, what about business in- 
ventories? Will corporate liquidity 
be rebuilt by a reduction in in- 
ventories? It does not seem 
particularly likely. No matter 
how you measure it (and there 
are several valid approaches), the 
level of aggregate inventories does 
not appear out of line in relation 
to sales and unfilled orders. No 
doubt some reductions in stocks 
are desirable and inevitable in 
individual industries. But with 
rising prices persisting in proc- 
»ssed goods other than food items, 
there is no persuasive case for 
expecting a reduction in the ag- 
gregate dollar volume of inven- 
tories. On the contrary, some 
further rise, although at a re- 
duced rate, would be consistent 
with the expectation of a gen- 
erally strong business trend. 

Second, what about the gener- 
tion of cash internally? Will this 
ease the situation? Apparently 
not. While depreciation accruals 
are still rising, the rate of increase 
is well below the hectic pace of 
capital investment outlays. Re- 
tained earnings, moreover, are 
actuaJly running below the rate 
year ago as the dividend 
pavout has been rising while 
profits have levelled off. In the 
aggregate, therefore, the internal 
sources of funds available to non- 
financial corporations in 1956 
will show little increase over last 
year’s figures. Again, there are 
no signs visible to me that we 
can count on a material change 
in the situation. I think that com- 
petitive forces will keep profits 
under pressure es we ghall ob- 
serve in another connection. 

Third, and of central impor- 
tance, what about business out- 
lays for new plant and eguip- 
ment? The upturn in sach ex- 
penditures which started in mid- 
1955 shows no sign of fading 
away. Whether you refer to the 
Department of Commerce and 
SEC series, the McGraw-Hill Sur- 
vey, or the new series of appro- 
priations by large corporations 
assembled by the National Indus- 
trial Conference Board. the pro- 
jections all show a high level of 
business investment for the 
months ahead. Some observers 
feel that we have ahead of us a 
Jong period of very high activity 
because of (1) expanding markets, 
(2) the pressure of rising costs, 
(3) technological progress stimu- 
lated by large and productive re- 
search, and (4) the long-range 
planring for secular growth to 
which American industry has now 
made a firm commitment. The 
validity of these expectations as 
to business investment would an- 
pear to be the central question 
the most important single factor 
in the outlook for credit demand. 


Profit Trends 

The fact that changes the 
rate of business capital invest- 
ment develop slowly in response 
to a wide range of influences 
means that we have time to study 
the situation and to watch sensi- 
tive indicators of the trend. The 
indicator to which all of us might 
well give more attention is the 
trend of profits. Earnings are 
not only a major source of funds 
but also the measure of whether 


in 


new capital investment continues 
to be worthwhile. Technological 
progress and long-range planning 
will feed the capital expenditure 
boom only so long as a favorable 
trend of protits is in evidence 
and in prospect. It is a direct 
relationship, not a _ coincidence, 
that accounts for the occurrence 
of a major upthrust in outlays 
beginning in mid-1955 when cor- 
porate profits rose dramatically. 

During the current year, how- 
ever, plant and equipment ex- 
penditures have continued to 
climb without the impetus of 
strong growth in profits. Does 
this sound like the kind of boom 
which will last indefinitely and 
keep the business demand for 
funds at present peaks? The sit- 
uation as it seems to be devel- 
oping suggests to me a graduai 
erosion of the foundation for the 
present level of business invesi- 
ment. With the expansion of ca- 
pacity, in more and more lines 
of business surpluses have re- 
placed shortages. As a_ conse- 
quence, it has been difficult to 
pass along in the form of higher 
prices increased operating costs, 
amortization of the greatest costs 
of new plant and equipment, and 
the adaitional cost of borrowed 
money. 

The aggregate volume of profits 
rose quarter by quarter from the 
start of 1954 through 1955, but 
the first two quarters of 1956 have 
shown stability rather than 
growth. Despite a good rise in 
sales in most industries other 
than the automotive group, profit 
margins in manutacturing did not 
impreve and there has been a 
modest decline in the rate of re- 
turn on net worth. Preliminary 
figures indicate about the same 
pattern of behavior for the third 
quarter. Concern over whether 
the rate of productivity gains is 
being maintained seems to be 
fortified by the failure of profits 
to show a firmer trend during 
this period of rising volume and 
heavy investment in new facili- 
ties. 

However, a deciine from the 
excellent profit performance of 
1955 should not fill us with dis- 
may. With the exception of 1948 
and 1950, when inventory profits 
were important, the year 1955 
ranks as one of the best meas- 
ured by the rate of return on 
net worth, thanks to better profit 
margins and a continued high 
rate of capital turnover. Less 
favorable rates of return in 1956 
do not portend a collapse in busi- 
ness investment. therefore, but 
they suggest that some of the 
urgency is gradually disappearing. 


Application to Credit Analysis 


High starting-up costs and 
other explanations can be ad- 
vanced to excuse the failure of 
profits to show a more vigorous 
growth. Perhaps recent trends 
will be reversed next year. It is 
not possible to make a categorical 
statement that the 1955-1956 cap- 
ital expenditure boom is about to 
subside. Rather we must wait and 
see, using the sensitive indicator 
of profits to guide our thinking. 

In the process of observing the 
aggregate experience, just as we 
may advantageously watch the 
corporate liquidity ratio, there are 
some useful applications to the 
daily task of credit analysis. And 
we need all the help we can get 
in appraising the quality of loans 
and loan applications. Careful 
studies are helpful of the custom- 
er’s performance in 1949, 1954, or 
whatever the date of his own pe- 
riod of recession may have been. 
Yet there have been no real tests 
of most business organizations 
during the postwar period and the 
record of the prewar years is too 
often meaningless. 

There are a great many an- 
alytical techniques which may be 
applied to judging how a particu- 
lar borrower may be expected to 
perform under less satisfactory 
general business conditions. I be- 
lieve it is important to give care- 
ful thought to this matter of re- 
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turn on investment as one of the 
highly revealing measures of the 
health and strength of the enter- 
prise. I have no strong preference 
as to the method of computation. 
In fact, after-tax earnings as a 
percent of tangible net worth is 
usually a quite satisfactory meas- 
ure. This represents, of course, a 
supplement to the customary an- 
alysis of profit margins. In either 
case, we have only an indicator, 
only a signal to look further at 
the details of revenues and costs. 

One purpose of emphasizing the 
return on net worth is, of course, 
to see how profitably management 
is employing retained earnings 
with or without the benefit of 
leverage provided by debt. Of 
greater importance, however, is 
the function as a highly sensitive 
indicator of the efficiency and 
strength of the organization, par- 
ticularly when it is possible to 
observe the trend in periods of 
slackening volume. To the lend- 
er, the absolute level of the return 
may be less significant than the 
degree of stability demonstrated. 


By Way of Summary 

There are other ways in which 
close observation of profit trends 
can be useful, but I should like to 
return to the main point of this 
discussion. Unless and until there 
is some moderation of the strong 
trend of business expenditures on 
new plant and equipment, it is 
difficult to see now there can be 
any real easing in the money 
situation. My suspicions of the 
boom’s basic vitality may be 
without foundation or may take 
a long while to be justified. In 
the meantime, there is no pros- 
pect for a material decline in the 
aggregate of real estate financing 
and a rising volume of state and 
local government borrowing ap- 
pears inevitable for a long time 
to come. 

Under the circumstances, the 
problem of restricting loan vol- 
ume may well be with us for a 
while longer. However, I still 
doubt that we are in a new era 
of straight-line advances to higher 
and higher levels of prosperity 
without interruptions or irregu- 
larities. If it is correct that we 
heve not yet achieved Utopia, 
there will be slack times in the 
years ahead. When they come, I 
am not really concerned about the 
magnitude of possible loan losses, 
but I think we should all be con- 
cerned about the probable loss of 
loan volume and earning power. 
The banks have fed a lot of busi- 
ness to other lenders and no one 
is going to feed it back again. 

This rather doleful conclusion 
suggests that it is desirable to 
devote a good portion of our an~ 
alytical time to the study of profit 
Margins and return on investment 
in our own institutions. 


Rosenbaum & Russhon 


New Firm Name 


Effective Jan. 2, 1957 the firm 
name of Rosenbaum, Proskauer & 
Russhon, 1 Wall Street, New York 


City, will be changed to Rosen- 
baum & Russhon, Richman Pros- 
Kauer retiring from the firm on 
Dec: 31. 

Francis F. Rosenbaum, Jr., 
member of the New York Stock 
Exchange, will become a partner 
on Jan. 2. 


Herbert Malkin Honored 


Herbert Malkin, co-manager of 
the 1182 Broadway, New York 
City office of Hirsch & Co., was 
tendered a dinner by partners of 
the firm at the Wall Street Club 
in honor of his 25th anniversary 
with the firm. Mr. Malkin was 
presented with a gold watch. 


Arthur Lipper 
Arthur Lipper passed away 
Dec. 10 at the age of 80 following 
a long illness. The founder of 
Arthur Lipper & Co., of Phila- 
delphia. Mr. Lipper had been in 
retirement for some time. 
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Widespread Use of Automation 
Key to More Prosperous Economy 


By RALPH V. COLES* 
Assistant Vice-President and General Manager 
Robertshaw-Fulton Controls Company 


Controls company executive asserts it is inevitable that adop- 
tion of automation by smaller businesses as well as large 
industrial firms offérs the only possibility for achieving 
GNP $560 billion target set for 1966, open wider markets 
and higher profits, and permit processes formerly not possible. 
Mr. Coles points out (1) 14% labor force increase in next 
ten years leaves deficiency which can only be met through 
industrial mechanization and automation in order to increase 
productivity by necessary 25% to meet expected demand; (2) 
smaller specialty manufacturers can, in many cases, justify 
automation in their operations, and be able to rent econom- 
ically joint computers; and (3) many familiar products will 
require redesigning and entail a selling job to the public. Con- 


cludes this is the road to a 


“better and more prosperous 


life that lies ahead.” 


I suppose that before we talk 
about Automation it would be a 


good idea to try and define it. The 
word itseif has now become a part 
of the English 
language, 
whether we 
like it or not. 
It was first 
used in 1947 
by Mr. D. S. 
Harder,a 
Vice-Presi- 
dentofthe 
Ford Motor 
Company 
to describe 
“The auto- 
matic han- 
dling of parts 
between pro- 
gressive pr o- 
duction processes.” It has come to 
mean a great deal more than that 
in these few years since 1947. It 
was once said of a_ servo- 
mechanism, which is a rather art- 
ful device that plays a big part in 
automation, that “it is nearly as 
hard for the practitioners of the 
servo art to agree on a definition 
as it is for a group of theologians 
to agree on sin.” The same can 
now certainly be said of ‘“‘Auto- 
mation” itself. 

This word 


Ralph V. Coles 


is bandied about so 
loosely today in popular discus- 
sion of almost any new machine 
put in anywhere that many of us 
have been irritated to the point 
of attempting to produce shar» 
and exactly limited definitions ot 
what 


automation is and what it 
isn’t. Of course, these definitions 
seldom seem to coincide. I am 
sure Lewis Carroll must have 


been looking into his crystal ball 
at us today. when he put the fol- 
lowing words into the mouth of 
Humpty-Dumpty. “When I use a 
word it means just what I choose 
it to mean—neither more nor less.” 
I prefer to think of it as includ- 
ing all technical devices leading 
to the development of machinery 
for judgment. This does, of course, 
imply that automation is not a 
new phenomenon. Equally it im- 
plies that automation is not a sin- 
gle easily identified development, 
but a confluence of separate in- 
dependent streams of technical 
progress. For a definition of the 
portmanteau kind take this one: 


“A contemporary group of in- 
dependent advances in the fieid 
of mechanization which charac- 


teristically employ discriminatory 
devices automatic controls, 
including transfer machinery, au- 
tomatic assembly, the whole field 
of control engineering and that 
part of communication engineer- 
ing concerned with data process- 


and 


ing, accountancy and calculation 
involving the use of electronic 
computers.” 

This may sound more like a list 


than a definition. But these tech- 
niques do have enough in common 
to include all 

*An address by Mr. 


National Industrial 
tion, Pittsburgh, 


them and to give 





Coles before the 
Advertising Associa- 





them a common label. But you 
ask “how does automation differ 
from the mechanization that has 
been going on for centuries? 
What’s new about it?’ To some 
it does not differ. But, I think 
there should be a differentiation 
because there is a different basic 
philosophy underlying the two 
words. 


Automation Is a Step Further 


Mechanization can usefully be 
thought of as replacing man’s phy- 
sical effort by mechanical energy; 
automation goes further and tends 
te replace man’s judgment—the 
discrimination still required for 
the precise adjustment of a proc- 
ess from most machine minders. 
What’s new about it? Certainly it 
is not hard to discover examples 
of automation early in the history 
of mechanization. Wait’s steam 
engine for example clearly illus- 
trates the difference between the 
two. The engine using steam to 
convert the heat from a fire into 
mechanical energy to drive a shaft, 
is a prime example of mechaniza- 
tion to replace man’s physical ef- 
forts. The familiar flyball gov- 
ernor invented by Watt in 1778 is 
a perfect example of automation. 
The engine rotated a shaft to 
which was attached a pair of arms 
with cast iron balls at their ends. 
As the shaft rotated the balls 
would fly outwards and upwards 
to centrifugal force. The angular 
movement of the arms through a 
lever was transmitted to the 
throttle tending to close the throt- 
tle as the speed and consequently 
the balls rose and opening it 
the speed and the balls fell. In 
short, the engine was made to 
control itself, using the principle 
of feedback, at essentially a con- 
stant speed in spite of a varying 
load. 

The jacquard loom that weaves 
a pattern according to the direc- 
tions of a punched card is another 
early example of automation, this 
time without feedback that was 
developed before the end of the 
17th century. Whether or not it 
is profitable to devine automation, 
it should be fairly easy to dis- 
tinguish automation from mechan- 
ization; and certainly we are go- 
ing to have plenty of opportunities 
to do so in the future. 

An essential feature of automa- 
tion is the idea of linking a 
quence of operations into a 
tinuous process without manual 
handling between operations. In 
this connection the industries 
where it was adopted first in any 
great degree were precisely those 
industries where the materials be- 


as 


se- 


con- 


ing processed were difficult to 
manhandle. Therefore, those in- 
dustries processing liquids o1 
gases become the first to adopt 
automation. First batch processe 


were instrumented by using temp- 
erature, pressure, flow and level 
indicators and the operator con- 


trolled the process by manipulat- 
ing valve using these indirect in- 


dicators to tell him of conditions 


9594... The Cemmercial and Financial Chronicle 


within the vessel. Then each of 
these variables were controlled 
automatically and the worker was 
released from his position of being 
an adjunct of the process. 


Extension to Other Fields 


In the newer continuous proc- 
esses, such as oil refining, the ma- 
terial flows through a succession 
of stills, columns and reactors, un- 
dergoing a sequence of separate 
changes until it emerges as a new 
product or a selection of new ones. 
The condition of the material at 
any point in the continuous proc- 
ess becomes more critically im- 
portant. The changes are taking 
place simultaneously as the prod- 
uct flows along the line, not suc- 
cessively in one place. So at any 
single point in the continuous 
process, the condition of the ma- 
terial has to be kept constant. At 
these points instruments were in- 
stalled to keep the operator in- 
formed of the condition of the 
material and enable him to make 
adjustments if the conditions were 
not right. The use of automatic 
controls to carry out these adjust- 
ments by feeding back signals so 
as to correct deviations from the 
desired condition followed quickly 
and naturally. Most units of mod- 
ern continuous *hemical processes 
contain a wide variety of instru- 
mentation and automatic controls. 
Oil refineries are approaching the 
point where 20% of their capital 
cost is actually for these controls. 
Costly units of plant may be op- 
erated continuously with no more 
than two operators on duty to 
keep an eye on the instruments 
and only take action if a major 
disturbance takes place; two op- 
erators simply because one might 
drop dead. 

The extension of automation to 
the non process industries, that is 
to the engineering industries wa3 
the next step. Transfer machin- 
ing or Detroit Automation as it is 
sometimes known embraces those 
portions of industry where, in- 
stead of a continuous flow of 
homogeneous material, the flow is 
one of discreet units. These units 
are roved and worked on auto- 
matically, the function of the ma- 
chine tender is only supervisory. 
We may also include in this cate- 
gory all forms of machine tools 
that are controlled by tape or 
other techniques of program- 
ming. However, as we know, in 
the automobile industry, while 
certain parts of cars such as cyl- 
inder blocks and pistons are now 
made automatically, the car itself 
is still put together by hand. 


Must Break With Tradition 

Where automatic assembly is 
becoming economic in fields other 
than the automobile industry, this 
nas happened only where producis 
and processes have been com- 
pletely redesigned. Tremendous 
strides have been made in the 
electronics industry in particular. 
Well publicized are Project Tink- 
ertoy and the techniques of using 
printed or etched electric circuits 
and automatic parts insertion ma- 
chines which have resulted in a 
completely new look both in the 
parts themselves and in the fn- 
ished product. The old familiar 
rats nest of wiring is rapidly dis- 
appearing from our radio and TV 
sets as well as from military and 
industrial electronic instruments 
because it did not lend itself to 
automation. 

To automate many 
entirely new concepts 
to have to be evolved. 
ing to have 
try 


industries 
are going 
We are go- 
to have the courage to 
with tradition 


and break 


completely if we are going to suc- 


ceed. This will reauire a selling 
job if we are to get the public to 
accept these new designs, for it is 
in the consumer goods field that 
the major mass markets lhe, and 
it is these mass markets alone 
that will be susceptible to auto- 
matic assembly. The electronics 


industry is so new and has been 


subject to so much change since 


its beginnings that there was in 
fact little tradition with which to 
break. In other industries the 
traditions of scores of years ex- 
ists. 

The third basic form of auto- 
mation lies in the field of com- 
putors and office machines. Here, 
I think the example of such a 
machine carrying out a calcula‘ion 
in minutes or seconds is familiar 
to all of you. Actually, that was 
the initial motive for developing 


the computor, to perform repeti- 
tive, but complex mathematical 
calculations and relieve the 
thematician for more productive 
work. Subsequently, of course, 
its use has been extended to many 
routine office computations such 
as payrolls, inventory control and 
the like. 


ma- 
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Four Reasons for Automation 


It seems to me that there are 
four reasons why industry and 
commerce adopts automation. The 
first is economic: tne product can 
be made cheaper by adopting 
automatic methods thus opening 
the possibilities of higher profits 
and wider markets. The second is 
quality. Day in and day out an 
automatic process will turn out 
a product of high quality much 
more consistently than a process 
controlled by a man. The third is 


safety. Many industrial processes 
are inherently dangerous. The 
reliability of automatic controls 
offer greater protection to both 
property and people. Industrial 
accidents are at a 43-years low, 
right now, and this has been 
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Widespread Use of Automation 
Key to More Prosperous Economy 


achieved in part with the help of 
instruments and automatic con- 
trels. The fourth is that it makes 
possible certain processes that 
were not possible before. 

3ut, the greatest drive to adopt 
aucomation mechanization is 
undoubtediv first, the eco- 
nomic one, need for greater 
productivity. Now I haven't 
arned myself with a lot of Sta- 
tistics but if you average the 
{forecast of all the economists both 
government and private then 
are going to see our Gross Na- 
ticnal Product expand by 40% 
in the next 10 years. And, in those 
li years our labor force 
exvand by more than 14% 
must therefore get greater 
greater productivity from 
werker. 


and 
the 
the 


Wwe 


cannot 


We 


Only Way to Increase Output 

“So achieve this 40% increase of 
oOucput with only a 14% increase 
ic. work force, each worker must 
produce 25% more than he does 
today, assuming a constant work 
week. But, if we in the same pe- 
riod reduce the work week from 
a five day week to a four day 
seek as ore of our distinguished 
c.cizens recently forecast, tnen 
the output per man hour must be 
f. cther increased by another 25°. 
Tis is a total increase per man 
hour of between 1.5 and 1.6 times 
—and this is to be done within the 
mext 10 vears. It is obvious that 
“2 can only accomplish this by 
a opting mechanization and au- 
te nation to an ever increasiig ae- 
Ecce. 

Years nave been expressed re- 
eg -rding the social and economic 
u sheaval that will be caused by 
a_tomation, that we are about to 
become a nation of machine mind- 
es, utterly dependent on our 
rebots, in facet becoming robots 
©. rselves and losing our identities, 
oO. Creativeness, our spiritual val- 
ves and even our ability to think 
tr ourselves. This, of course, is 
te sheerest rubbish. 

‘t often to be assumed 
tat those us working on sci- 
e tific controls and automation 

e unaware of the social implica- 
tons of Our work, or are indit- 
t-rent to them. I think this is 
suite untrue, I think it is more 

curate to say that perforce, we 

e conscious of possible difficul- 
ties, and are in fact deeply con- 
cerned. Actually there is another 
s-Je to this: many of us are con- 
3.'OUS Of a positive social mission. 

As as it become scientifi- 
colly possible to replace a human 
i nection by an automatic function, 

id this is not done, the blunt 
t-uth is that the man himself. is 
teing operated an automaton. 
‘i 1ls applies equally as well to the 
crerical fiimetions of industrial 
eontrol as to the manual functions 

machine minding or the control 

condition in a chemical process. 
f&.dmittedly in many cases there 
ee huge problems to face in mak- 
ig the replacement. But it seems 
ore moral to run the at- 
hendent on altering the industrial 

id social structure, great though 
hoese be, than to degrade human 
eopulations to the status of autom- 

ons. It is ironic that well in- 
tentioned people whose eyes are 
t ide open to the impending dan- 
rs of industrial bereft 

“the human should 
remain blind occupa- 
tonal indignity century 
an. . 
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Possible Social-Economic 
Recently I 
ie Wall 


Affect? 
read in 


Street 


an anecdote 
“Journal” that 
ves, I believe illustrate to some 
tegree the.point I am trying to 
ake. ““‘When Dwight Morrow was 
pointed Ambassador to Mexico 
any years ago, he decided to fur- 


in Cuernavaca 
products, all the 
be hand made by In- 
dian carpenters. When he found 
a chair that was not only com- 
fortable but reasonably priced, he 
asked the man to make a dozen 
for him. “The Senor knows, of 
course, that if I make more than 
one, I must charge more, much 
more for each” said the carpenter 
obvious!y displeased. ‘‘More? 
questioned Mr. Morrow, “in my) 
country it costs less if one buys 
in quantits Why do you charge 
more?” “Because Senor” replied 
the man impatiently, “it is so duil 
to m 12 chairs j alike.” 

But what of the possible effec‘s 
of autometion on the national 
cial and economic picture? Fears 
that it meyv cause unemployment 
have been pretty thoroughly de- 
bunked in the long term. Cer- 
tainly in a vibrant and expanding 
economy we need have no fears. 
In a time of slump it is possible 
that there may be soine inherent 
dangers. In an inflationary period 
its effects can, I believe, be only 
good since it mitigates to some 
extent the evil coisequences Oi 
overful emplovment, without 
causiag widespread unemployv- 
ment. But apart from any otner 
considerations there one over- 
riding one that must push us on to 
adopt automation to an ever in- 
creasing extent. Whatever the 
risks to our social or economic 
fabric, whatever the risks or bene- 
fits to our spiritual individualities, 
the risks of falling behind other 
industrial countries is immeasur- 
ably greater. To paraphrase we 
have simply got to keep up with 
the international Robot-Joneses. 

Actually 


we 


nish his home 
with Mexican 
furniture tc 


ist 
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the speed with which 
automate is strictly lim- 
ited if for one reason only. Auto- 
mation is itsetf subject to a form 
of autowatic control, and this 
control alone will prevent any 
undue economic or social disturb- 
ance. The man that is released 
from a specific task by an auto- 
matic cortrol or machine is not 
himse trained to care for and 
maintain the device that replaces 
him. A fairly comprehensive re- 
training course is necessary and 
must de given to skilled machin- 
ists and foremen and if it is given 
they cai adapt themselves fairly 
smoothly. The older man may find 
the going tougher. Demand for 
electricians and maintenance en- 
Zineers Of all sorts is bound to 
increase as these more complex 
devices installed. How much 
this increased demand will serve 
to offset the reduction in produc- 
tion workers is difficult to assess. 
Need More 

Tne extra technologists and 
Systems engineers and mathemati- 
cians required must have higher 
scientific and professional educa- 
tion, a faci that is well recognized 
abroad. Due to a complete 
calculation as to the future re- 
quirements of engineers and 
technologists in this country since 
the war, far too few young people 
been steered towards the 
scientific occupations. Less thaa 
half the engineers were graduated 
in 1955 as were graduated in 1950. 
gut beyond that there is a steadily 
worsening situation in our high 
schools. One quarter of all 
American high schools offer no 
chemistry, no physics and no 
geometry. In schools’ offering 
science and mathematics courses 
the quality is deplorably low. The 
number of graduating teachers 
qualified to teach mathematics has 
fallen by over 50% in the last five 
year's and of those graduating only 
60% enter teaching as a career. 
Compare Russia — where in the 
last 30 years the educational sys- 
tem has been virtually built from 
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the ground up. Illiteracy in peo- 
ple under 40 is virtually nonexist- 
ent, in those over 40 it is between 
30% and 55%. Every student leav- 
ing the 10 year school system in 
Russia will have had 190 vears of 
mathematics, six years of biology, 
five years of physics and four 
years of chemistry. Science and 
technology are held in the highest 
esteem of all subjects. 

In England the government is 
planning to spend the equivalent 
of nearly a half a billion dollars 
to double the output of technolo- 
gists and technicians and this plan 
includes not only the universities 
but the technical institutes and 
what are know as the technical 
schools which take children of the 
same ages our high schools. 
This is to my mind the single most 
vital problem that America faces 
today. 

And now 


as 


what of the Future: 


Major Industries 

In large measure the industries 
that have adopted automation in 
a big way are the major industries 
who have a mass market. Most of 
these plants are concerned with 
munitions, motor cars. oil or 
petrochemicals. In these industries 
there is little need for versatility 
in production. Completely  bal- 
anced plants can therefore be de- 
signed and built to manufacture a 
specific product or a series of very 
closely related products, flexibil- 
ity has been sacrificed. 

In the process inaustries new 
enalvtical instruments are being 
developed to measure product 
quality and composition, a trend 
toward end point control that is 
just beginning. Some of these in- 
struments can still only be used 
on a sampling basis but some are 
already being adapted for .con- 
tinuous stream measurement, and 
many more will be developed in 
the future. 

In these major industries we 
can visualize a master control 
system which, taking into account 
the optimum possibilities of the 
plant as well as the quality and 
rate of its final products, would 
either continuously reset other 
controllers throughout the plant 
to bring about the best results or 
would control all the variables it- 
self. From the jobs of research 
and routine clerical work where 
it is now being gradually applied, 
the computer will enter much 
more directly into the production 
field. Both in the control of a 
series of processes and in coodi- 
nating the work of different 
“automated” departments in engi- 
neering, it may be used to work 
out the optimum stocks of mate- 
rial and control the work in 
preress. 

The same ability of the com- 
putor may be used to maximize 
the output of a complex continu- 
ous plant, by finding the best pos- 
sible combination of the many 
variables that may affect plant 
operation and controlling the 
plant to achieve this continuously. 
Such master controllers might 
even take into account not only 
the internal factors affecting the 
rate and quality of final outnut, 
but conceivably some data from 
outside as well, for example dis- 
tributor stocks, and changes due 
to seasonal demands. 

Why should we want to intro- 
duce a computor to direct or con- 
trol a plant? The brain iiself has 
the right qualities to handle the 
problems of planning and _ pro- 
insofar as it learns, 
and recognizes 
efficiently. Why 
should seek to replace man 
with automatic devices. The an- 
swer simply is that the brain can- 
not assimilate facts: it 
cannot the quickly 
enough; it cannot store the facts 
long enough; it is subject to emo- 
tional and nonsignificant noise; 
and it is not indefatigable. Com- 
putors have none of these five 
shortcomings in principle. 


eramming 
adapts, improves 
quickly and 
we 


enough 


sort facts 


Small Businesses, Too 

What of the smaller multipoint 
factories? Is there a place for 
them in this picture of large one 
product computor controlled 
plants, and can they apply auto- 
mation techniques also. Very def- 
initely. In fact, I don’t think there 
is a single industry in the stand- 
ard industrial classification lists 
that isn’t now using instruments 
and controls to some degree, And, 
I am absolutely ceriain that they 
could use a great many more of 
them in the engineering indus- 
tries, in the process industries and 
in other miscellaneous manufac- 
turing activities. And it is not 
going to be necessary to have long 
1uns of a given piece in order to 
justify some degree of automation. 
Take the case of the specialty 
manufacturer. He has to increase 
his productivity along with the 
rest of us. But say he has to make 
just five cylindrical parts and 
grind them down toa close toler- 
ance external diameter. He does 
it now by cut and try. Skim off 
a little, stop the machine, “‘mike” 
the part put it back and skim off 
some more and so on until he gets 
the five parts just right. At least, 
half his time is spent starting 
stopping and gauging. 

For a relatively small expendi- 
ture he can buy a device that will 
gauge his piece continuously and 
show him without stopping the 
machine, exactly what the diam- 
eter of tne piece is at all times. 
With electronic amplification, fur- 
thermore, instead of limits of one 
ten thousandths of an inch being 
the best possible accuracy, he can 
gauge to one one hundred thou- 
sandth of an inch and even to one 
one millionth of an inch. And, we 
have doubled his productivity into 
the bargain. If a slightly larger 
number of similar pieces is re- 
quired the machine can take the 
output of this guage and use it to 
control the machine automatically. 
This will permit the machine to 
adjust the size of the cut in pro- 
portion to the deviation from the 
desired size, thus taking big cuts 
where they are permissible and 
speeding up the process by an- 
other 50%. We’ve now got a com- 
bined increase in productivity on 
this job of 3 times, whereas we 
said earlier we have onlv got to 
achieve 1.5 to 1.6 times. Of course, 
it is not all as easy as that. 


World 


High productivity is recognized 
as vital in the inflationary eco- 
nomics of the world. Maximum 
productivity can be obtained from 
the one product plant relativeiy 
easily. Even in a multi-product 
plant maximum productivity can 
be obtained by ruthless selection 
of work and a total disregard for 
priorities. But this means total 
disregard for the needs of the 
customer and therefore loss of 
his goodwill. Conversely, if we 
make the interests of the customer 
the paramount consideration this 
would result in the collapse of the 
producers own productivity. In 
either event the firm would soon 
be out of business. Here we have 
a paradox that faces all smaller 
multiproduct manufacturers. Pro- 
duction control must set out to 
give maximum service and to get 
maximum productivity. The cost 
of inefficient production control 
is always great; its cost in an 
automated plant might be bank- 
ruptcy. There are many indus- 
tries where flexibility and versa- 
tility are essential, particularly 
those subject to changes in fash- 
ion, in season or technical design. 
Automation in the plant is 
going to sidesten the multivroduct 
plant, the smaller manufacturer. 

The automation engineer will 
selve provlems of flexibilitv at the 
plant level. But product versatil- 
ity demanded by the market and 
plant flexibility provided by the 
automation engineer have still to 
be programmed to satisfy the cus- 
tomer and achieve high productiv- 
ity. Here is where a computcr 
service can really be applied. Even 
the smaller factories will be able 
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to rent time at a 
center, manned by experts. who 
will feed into their “brains” all 
the factors affecting both works 
productivity and customer’s satis- 
faction and provide a »rosram 
giving maximum compatibility of 
the two. Actually, this can be done 
now on the giant computors but 
it is not yet economically feasible. 
In the field of automatic control 
an improperly designed or ad- 
justed servomechanism may 
“hunt” oscillating about the con- 
dition it seeks to produce. Thus an 
automatic elevator which “hunts” 
may overshoot its floor, then stop 
below it, then go too high again as 
if in the hands of an inexperi- 
enced operator. Such hunting can 
be eliminated by proper design 
often by just eliminating or re- 
ducing time lag in the control 
signals. 


computation 


Computers To Predict Business 
Cycles 

Economists are coming to real- 
ize that booms and depressions 
are the “hunting” of an improp- 
erly adjusted servo of society. It 
does not seem to me to be too 
farietched to believe that a com- 
putor of sufficient capacity and 
capability when fed the appropri- 
ate information, will not only in- 
fallibly point out dangerous 
trends in our economy but wil! 
be able to affirm or deny the ef- 
fectiveness of possible corrective 
actions. 

I have already 
development of 
measure product quality in the 
process industries. Nearly all of 
these new devices depend to some 
degree on electronics for their 
operation. In fact electronics has 
been termed the spearhead of au- 
tomation. The development of the 
transistor is going to speed up the 
application of electronics to a tre- 
mendous degree. This little device 
potentially has almost indefinite 
life and therefore inherently 
greater reliability than the vac- 
uum tube. Also it requires mucn 
less power to operate it and 
wastes much less of this power 
than the tube in the form of heat. 

But electronics has certain in» 
herent advantages over mechan- 
isms in controls. One is its speed; 
another is its capability of almost 
infinite amplification. These 
characteristics have opened vast 
new applications for its use in 
sensing and measurement of very 
small changes and in high speéd 
communication or transmission of 
intelligence. I would like to take 
one example of the use of elec- 
tronics which I recently ran into 
and which you may find rather 
unexpected. I found it fascinating. 
This is one for the bees, but not 
for the birds. 


mentioned the 
instruments to 


Lesson of the Bees 

Prior to 1851 honey production 
and beekeeping was centered 
around the bees’ instinct to 
swarm. By swarming each colony 
produced about six daughter colo- 
nies in a year, and each colony 
produced honey in small quanti- 
ties. At the end of the year all 
but one of the colonies resulting 
from cne mother were destroyed 
and the honey and wax recovered. 
In 1851, L. L. Langstroth intro- 
duced the movable frame hive and 
by preventing swarming found 
taat the yield of honey and its 
quality were greatiy improved. 
The difficulty still lies in pre- 
venting swarming and for a cen- 
tury the only method known has 
been that of regular examination. 
This allows the appropriate action 
to be taken with the colonies con- 
taining the queen cells. 

This regular examination entails 
opening and examining the hives, 
a laborious and dangerous opera- 
tion, which disturbs the bees and 
tends to decrease the honey yield 
It has been found that bees make 
certain significant sounds: The 
normal sound, is a constant note 
of low frequency. Then there is 
a warble tone of higher frequency 
made by the nurse bees when th¢ 
queen’s rate of laying seriously 
declines. This constitutes a warn- 
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ing of an impending swarm. Last- 
ly there is a hiss of relatively 
high frequency which occurs when 
the hive is disturbed and is a sign 
of health in the queen, and there- 
gore of the colony. 

A selective amplifier with three 
switches kas been designed for the 
analysis and measurements of 
these sounds (The Apidictor). This 
is ._provided with a micropnone 
pick-up which is inserted into the 
hive at the end of a probe, making 
the normal hive dismantling un- 
necessary, except at tne beginning 
and end of the season. By reducing 
the disturbance of tne hive the 
honey yield is substantially in- 
creased and t”e labor costs grcat- 
ly ‘reduced. Since there are about 
30,000 commercial honey growers 
in this country automation throug. 
electronics appears to have found 
a new market here. I only cite 
this particular case as an in_ica- 
tion that we must look every- 
where and without preconceived 
ideas as to what sounds reasonable, 
to find appropriate places to use 
our new techniques of automation. 


Consumer and Leisure Gains 


And what nas all tuis to do with 
vou? We are going to have more 
and better tiings to sell to the 
consumer. The consumer is going 
to have more money with wh'ch 
to buy them and more spare ti...e 
in which to enjoy them. He is 
going to have more time for leis- 
ure, for hobbies for do-it-yourself 
projects, for culture and for sport. 
Those of us whose customers are 
not the consumer but other in- 
dustrialists are going to have to 
provide more and better raw ma- 
terials, tovls, controls and services 
and we are all going to have to 
be a great deal more efficient than 
we are tocay in using taem. We 
can all help by promoting t .e ben- 
efits of automation anu the help 
that it is providing in reaching 
this better and more prosperous 
life that lies ahead. 


Freemin Officer cf 
Aubrey G. Lanston 


Aubrey G. Lanston & Co. Inc., 15 
Broad Street, New York Citv, have 
announced that John P. Freeman, 
form-erly 
associated 
with the Bond 
Department of 
the Bankers 
Trust Com- 
pany, has 
been elected 
an Assistant 
Vice-Presi- 
dentof Aubrey 
G. Lanston & 
Co. Inc., sne- 
cialists in U.S. 
Government 
Securities. Mr. 
Freeman will 
devote himself 
to the further development of the 
money market dealings of the 
firm in bills and other money 
market securities. 





John P. 


Freeman 


Conning Co. to Admit 


HARTFORD, Conn, — Conninz 
& Co., 15 Lewis Street, members 
of the New York Stock Exchange 
on Jan. 1 will admit Josepn w. 
Sargent to partnership. 


Now Kahlmus, Hughes 


MERIDIAN, Miss. — The firm 
name of Kahlmus and Company, 
Threefoot Building, has been 
changed to Kahlmus, Hughes and 
Company. 


James Caine Opens 
RENO, Nev.—James E. Caine is 
engaging in a securities business 
from offices at 15 East First St. 


Edward A. Purcell 
Edward A. Purcell, senior part- 
rer of Edward A. Purcell & Coa., 
passed away Dec. 8 at the ag 
of. 57. 
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Tight Money and Business Volume 


By BEN H. WCOTEN* 
President, First National Bank in DaNas 


After outlining “tight money” 


effects and the little or no 


effect upcn the economy, and tracing inflationary implications 
of periodic wage increases, leading Texan banker states it is 
difficult to prove convincingly that tight money has caused 
any serious trouble to date in the economy; and hazards the 
opinion that business activity and plant expansion will reach 
new peaks in the first half of 1957, money will be tighter than 


some further advances. 


now, prices will be a little higher, and interest will likely make 
Sheuld money supply and demand 


stabilize, Mr. Wocten says, interest rates will cease rising but 

it does not mean credit use would fall off. Finds businessmen 

optimistic and expect 30% increase in volume in next decade; 

cost of money is more in line with cost of everything else; and 

negative forces of unsold inventories and curtailed production 

are not in sight; and Federal Reserve could be expected to 
take action if depressed conditions set in. 


In considering the subject of 
“tight money,” let's first see what 
we mean by “tight money.” With- 
out getting involved in too m_ ch 
tecnnical eco- 
nomic javgrn. 
we can simply 
Say that a2 
condicicn o. 
“tight mony’ 
exis.s anytime 
the demand 
for loanable 
funds e ¢C c 
the availabil- 
ity of lsuu- 
avle tund; at 
lmtere¢e st 
rates we have 
been. a c- 
customed to 
paying. 
Defines Tight Money 
One thing we note immediately 
about our definition is that “tight 
” is a condition of relatives. 


money 
At least two dimensions of rela- 
(1). Tt 35.8 


pen ri. Wooten 


tionship are e€éviadent: 
relationship between deiiand anu 


supply; and (2) it is a re.a.ion- 
Ship between one time and a.i- 
other tiie. 

Whether we are aware of it or 
not, when we think and talk 
about money being “tight,” we 


are actually comparing the avail- 
ability of money or credit at one 
time with availability at another 
—and at al] times we are meas- 
uring availability in terms of a 
demand relationship as retlec.ed 
in interest raies. 

“Tight money” does not neces- 
sarily mean that credit is unavail- 
able. Almost all areas of creait 
have continuged.to expand; even 
mortgage deb?, in spite of a de- 
cline in residential construction, 
has moved up. 

Occasionally a would-be bor- 
rower does net cualityv for cred t. 
To him, credit is really “tight”; 


in fact there is none. He may 
blame his troupnles on the “‘urgist 
money” situation he has wes 


reading about. 


So much then for our definition 
of “tight money.” Now let’s turn 
to an elemcn.ary analysis of de- 
mand and supply forces whoce 
relationship is responsible for tne 
condition otf money — whetier 
“tight” or “easy.” 

Largest demand comes. from 
governments—Federal, state, and 
Jocal; business requiring loanaple 
funds for working capital and tor 
plant expans.on; and trom con- 
sumers seeking to tinance durable 
consumer items such as houses, 
automobiles, appliances, and iui- 
niture, 


In our generation, which in- 
cludes World War II, the Federal 
Government has demanded more 
credit tham any other segment of 
our economy. Although the Fed- 


eral budget was balanced last 
yeer and there-is prosDect of a 
balanced budget again this fiscal 
vear, we know that the govern- 
ment remains a major torce in 

*An address by Mr. Wocten before the 
Sales Executive Club of N. Y., Nov. 27, 
1956. 





the money market as it rolls over 
from week to week its short-term 
maturities and as it occasionally 
must meet other maturing issues. 
In December, Treasury certificates 
bearing 2°, % interest will mature 
in-an amount exceeding $9 bi:lion. 
in 1957, almost $37 billion worth 
1 maturities will have to be re- 
financed by the U. S. ‘lreasury, 
not counting the roll-over of 90- 
day bills in excess of $20 billion. 
True enough these maturing ob- 
ligations release back an equal 
Supply of money, but neverthe- 
less, the government must bid 
against all other users to get the 
‘unds. As aeresult of ‘tight 
money,” the U. S. Treasury is 
paying an average of about 1% 
more for refunding money than 
the maturing issues cost. It is 
estimated that the increased cost 
to the government and taxpayers 
will be approximately $800,0J0.000 
for the year 1957. 
State and local 

confronted with the 
for more school 
lals, highways, 


governme'tts, 
urgent need 
buildings, hos di- 
expressways and 
the like, are a greater factor in 
the credit market than ever be- 
fure. During the War, these gov- 
ernments were obliged to defer 
their normal construction  p.o- 
cram,- and tney have not yei 
caught up. 
Business Spending 

This year we have been 
nessing record spending of 
for capital goods by corpo:ate 
business, a condition whicn has 
contributed major impetus to the 
high rate of business activity we 
have enjoyed. The U. S. Depart- 
ment of Commerce reports that 
corporations spent a record sum 
of $13) billion on plant and 
eguipment during the firsi haitf 
of 1956. This was 25% more than 
was spent in the first half of last 
year. Corporations have als) 
added substantially to their in- 
ventories. Book value of inven- 
tories increased during the firsi 
six months at an annual rate of $7 
billion compared with $4.0 biil.on 
during 1955. 

Curing the first six months of 
this year corporate business op- 
tained over three and a half times 
as much in bank loans aS Was Ov- 
teined in the same period of 1955. 
In tact ior the last two years re- 
euests for bank f nds by corpcra- 


wit- 
funds 


tions, have _ increased steadily. 
It is interesting to note that 
the Department of Commerce 
reports that corporations other 
than banks, reduced their hold- 
ings of a. S. Government 
securities by $6.2 billion dur- 
ing the first half of 1956, and 
that they drew upon their cash 


and bank deposits to the extent oi 


$1.7 billion. 
Corporations have also tapped 
the capital markets for funds. 


Currently they are raising a rec- 
ord amount from the sale of new 
securities. Some of this money is 


for purposes of refinancing, but 
$3.5 billion out of $6.2 billion 
during the first half of this yea) 


Continued on page 108 
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There appears to be a renewal 
of bullishness around in connec- 
tion with fire-casualty insurance 
stocks, this in the face of the 
prospect that 1956 will ring up 
cone of the worst years in under- 
writing results in many years. 

In the first place, these bulls 
continue to view matters from an 
industry point of view. This does 


not present a correct picture to 
the insurance stock investor as 
there .are a large number of 


specialist units in the field that 
are not at all representative of the 
important multiple-line writers. 
Examples are Seaboard Surety 
and Fidelity & Deposit. These 
companies’ writings are confined 
to relatively few lines, and they 
are lines that are comparatively 
small, certainly not comparing 
witn most lines covered by the 
big multiple-line companies. 
Others are affiliates of finance 
companies. These carry the insur- 
ance coverage for the parent com- 
pany and normally report excep- 
tionally low expense ratios simply 
because the parent carries much 
of the expense, and there are no 
agents to pay. 

If, however, we approach the 
subject from the potnt of view of 
the insurance stock investor, for 
the greater part we will be con- 
sidering the large companies, for 
it is the stock of the larger units 
that individual and institutional 
holders own. They certainly can- 
not own the stocks of the affiliates 
of the finance companies; and tne 
outstanding shares of the other 
“specialist” units are relatively 
fuw. 

Therefore, if we examine the 
results of the companies whose 
stocks interest the regular run-of- 
mill insurance shareholder, we 
find that they have rung up ex- 
tremely poor first-half showings. 
Fire losses continue to run about 
10% above the like period of 1955. 
Rates, much as we find them at 
present, are going to continue for 
some time to be inadequate for 
the companies in the light of gen- 
eral industry conditions. 

A third factor that has thus far, 
and, probably will continue to 
mitigate against favorable under- 
writing profits, is the increasing 
of loss reserves. This, of course, 
is a favorable development under 
normal conditions: but with the 
greater volume of losses being 
sustained, much of this increase 
in loss reserves will be used up. 

Another item that contributes 
to the unfavorable underwriting 
showing is the householder’s pol- 
icy, otherwise Known as the pack- 
age policy. Such heavy advertising 
pressure to sell this policy has 
been exerted, that it has made 
many an insured conscious of 
areas in which he can collect for 
small losses where, before, it 
never occurred to him. Not only 
does this policy increase the num- 
ber of claims for losses that were 


never thought of before, but it 
makes for greater expense. Many 


insurance officials regard it witna 
disfavor. 


| Bank and Insurance Stocks 


By ARTHUR B. WALLACE 
This Week — Insurance Stocks 











One factor in the 1956 showing 
that may work out in the indus- 
try’s favor is that in 1956 the in- 
surance business encountered the 
coincidence of high losses in al- 
most all lines of business and the 
lower rates. It is of course possible 
that 1957 will not see this coinci- 
dence, that some lines will dc 
better. 

However, it is historically tru> 
that a rapid tempo of industria! 
and business activity begets in 
creasing losses. This is because 
there are more green and inex- 
perienced workers, more fatigue 
among workers working longe: 
hours, and, generally, more care 
lessness. So the coincidence men- 
tioned is unlikely to lessen to any 
material degree. 

Now, turning to the investmen* 
end of the business, we find the : 
some of the bullish commentators: 
consider that 1956 investment re 
sults are acting as an offset to the 
underwriting. And so it was. But 


what may the prospects be? Is 
losses are to continue high the 


companies will have less invest- 
ment money to put into securities. 
If losses decline, and this is not 2 
widespread expectation among in 
surance men, the companies wilt 
still be faced with declining port- 
folio valuations in the presen: 
lower markets. 

The year 1956 will show a ver: 
sizable shrinkage in_ portfolic 
valuation, compared with the 1955 
year-end; and it doesn’t matte» 
much whether the company is a 
high-grade bond holder such az: 
St. Paul Fire & Marine, or ap 
outstanding equity holder, as In 
surance Co. of North America is 
In the former case, if interes% 
rates harden further (and the re- 
cent Federal Reserve action im 
permitting the commercial banks 
to pay higher interest rates om 
savings deposits is an indication, 
certainly) high-grade bond price: 
wilt sutfer inore. In the lattes 


case, many indications point te 
the end of the bull market ir 
equities, and if these are borne. 


out the equity holders will see 
shrinkage in their asset valuations 

The year 1957 does not look lik« 
a favorable one for’ insurance: 
company earnings. 


Two With F. I. du Pont 


(Special to THE FINANCIAL CHRONICLE) 

LOS ANGELES, Calif. — Ger- 
hard O. Koenig and Henry \V 
Thomas are now atfiliated wit» 
Francis I. du Pont & Co., 67% 
South Figueroa Street. 


H. R. Baird Opens 


TARRYTOWN, N. Y.— Harol3 
R. Baird is engaging in a secu- 
rities business trom offices at 16 
Riverview Avenue. He was for- 
merly with E. W. Axe & Co.,, Inc. 


B. K. Passman Opens 


WASHINGTON, D. C.—Bernar+? 
K. Passman 


is conducting a se- 
curities business from offices 2% 
1424 K Street, Northwest. He wes 


formerly with Coombs & Co. 





NATIONAL BANK 
of INDIA, LIMITED 


Bankers to the Government in 
Kenya Colony and Uganda 
Head Office: 26 Bishopsgate, 

London, E. C. 2. 
West End (London) Branchs 
13, St. James’s Square, S. W. 1. 
Branches in India, Pakistan, Cevy!ion, 
Burma, Aden, Kenya, fanganyika, 
Uganda, Zanzibar, and Somali- 
land Protectorate. 
Authorized Capital____£4,562,500 
Paid-Up Capital___~_-- £2,851,562 
Reserve Fund________£3,104,687 
The Bank conducts every description of 
banking and exchanze business. 
Trusteeships and Executorships 
also undertaken 








Christiana 
Securities Co. 


Bulletin on Request 


Laird, Bissell & Meeds 


Members New York Stock Exchange 
Members American Steck Exchange 
120 BROADWAY, NEW YORK 5, N. ¥ 
Telephone: BArclay 7-3500 
Bell Teletype—NY 1-1248-49 
(L. A. Gibbs, Manager Trading Dept.) 
Specialists in Bank Stocks 

















As we stand on the threshold of 
1957, we find the American people 
enjoying the greatest prosperity 
and the highest standard of living 


lue Woria Nas 
ever known. 
These facts 


supported 
by almost any 
statistical cri- 
terion or other 
measuring rod 
you choose to 
use. The Gross 
boat bona 
Product has 
reached the 
annual rate of 
$414 billion: 
this is double 
the figure of a 
decade veg 
and $25 billion above 1955. The 
Federal Reserve Board index has 
risen to 145° of the 1947-1949 
level of production and the pros- 
pect is that it will go higher be- 


are 





Robert H. Craft 


fore the vear is out. Disposable 
personal income is setting new 
records. Testimony to the well- 


being of labor is the fact that 
hourly wages and weekly earnings 
in terms of purchasing power are 
at an all-time high. Unemploy- 
ment is at a practical minimum 
(314% of the labor force) and this 
is 1n spite of a 2-million addition 
to the number of people employed 
since a year ago. 

To be sure there are a few iso- 
lated soft spots. Residential build- 
ing and automobile sales have 
been running at a rate 20% below 
a year ago, but the slack in resi- 





*Inaugural address by Mr. Craft before 
oe Investment Bankers Association of 
merica, 45th Annual Convention, Holly- 
wood, Fla., Nov. 29, 1956. : . 
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The Threshold of 1957 


Newly 


Elected President, 


ROBERT Hf. CRAFT* 


By 


Investment Bankers 


Association 


of America 


President, The Chase Bank, New York City 


In predicting unprecedented investment boom’s prospect continuing into 1957, 
newly elected IBA President calls attention to paradoxical accompanying 
problems requiring careful handling, and emphasizes investment bankers’ 
role in conservatively handling tremendous financing volume. Mr. Craft avers 
indiscriminate credit injection to support a boom is surest road to eventual 
depression; dismisses the myth as to the harmlessness of gradual inflation; 
makes clear credit policy cannot cope with disequilibrium fed from non-credit 
sources; and suggests Aldrich Commission type study to determine adequacy 
of tools available to Federal Reserve. Supports utilizing private for public 
participation in capital outflow. 


dential starts has been taken up 
by a substantial increase in com- 
mercial building and automobile 
dealers report considerable inter- 
est in 1957 models. The slippage 
in agricultural income seems 10 
be arrested and the surplus dis- 
posal program has tended to alle- 
viate the farm problem. 

A characteristic of the economy 
during recent years has been that 
adjustment in in- 


industry after 


dustry has been absorbed by the 
general momentum of business 
and with little visible disruption 
to the over-all forward movement. 
Perhaps the most dynamic eco- 
nomic of the past couple 
years has been the soaring capital 


force 


expenditures for new plant and 


equipment and there is no letup 
in sight. 


Problems Accompanying Boom 
in 1957 
The prospect is that this un- 


precedented investment boom will 
carry well into and perhaps 
through all of 1957. Paradoxically, 
however, this over-all prosperity 
has brought in its wake a series 
of problems which require careful 
handling. To some extent the boom 
has been supported by a deteriora- 
tion in the underlying financial 
structure. The fact that many in- 
dustries have been operating at 
forced draft while new orders con- 
tinue to pour in, has in itself con- 
tributed to an unhealthy situation. 
for this has meant a temporary 
decline in efficiency, lower labor 
productivity, increasing costs, and 
a squeeze on profit margins. Some 
firms, projecting continued pres- 
sures, have unwisely accumulated 
excessive inventories thus leaving 


themselves vulnerable in the event 
of a decline in sales. 

But the main problem that con- 
fronts the economy is integrally 
related to the investment banking 
community. That problem is how 
to finance the demands of the 
economy without bringing about 
a ruinous inflation. We know that 
saving and investment must go 
hand in hand to assure a smoothly 
functioning economic and finan- 


cial system. Unfortunately the 
rate of personal saving has not 


kept pace with the growth in in- 
comes and savings have fallen far 
short of providing the funds that 
recently have been sought to fi- 
nance capital expansion. 

In addition to drawing On sav- 
ings to finance expansion, busi- 
ness relies on depreciation allow- 
and retained 
care of 


to 


earnings 
replacement 


ances 


take needs. 


. Thursday, December 13, 1956 


tecently depreciation allowances 
have fallen below rising replace- 
ment costs and competition has 
caused a levelling off of profits 
at a time when dividends have 
been steadily climbing. Hence 
retained earnings have begun to 
dwindle and working capital po- 
sitions in some instances are being 
impaired. 

What we have been experi- 
encing recently is a situation in 
which the demand for funds has 
substantially exceeded the avail- 
able supply. The resultant rise in 
interest rates has caused reassess- 
ment, by the corporate treasurers, 
of the relative advantages of vari- 
ous methods of financing. As bond 
vields have risen, more firms have 
sought to finance long-term re- 
quirements at commercial banks 
on short-term borrowings. De- 
mands of this nature have brought 
pressures on the banking system. 
In the absence of a willingness by 
the Federal Reserve System to 
supply additional reserves to help 
banks accommodate these demands 
of business, banks have’ been 
forced to liquidate government 
securities in large quantities. 

Of course in this process the 
banking system has increased its 
risk assets and reduced its liquid- 
ity ratios to a point beyond which 
there is general reluctance to go. 
Thus in the absence of a supply of 
fresh reserves from the Federal 
Reserve System, a supply which 
is unlikely so long as inflationary 
factors persist, the banking system 
cannot be counted on as a limit- 
less source of credit. 


Private Debt Increase 


A concomitant of a less than 
satisfactory accumulation of sav- 
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ings has been the enormous in- 
crease of private debt particularly 
in the consumer and mortgage 
debt categories. Over-all con- 
sumer debt is at a new revised 
all-time high of $40  billion—a 
five-fold increase from the low 
level of the postwar 1946 year. 
Individual debt in the aggregate 
totals over $200 billion. If corpo- 
rate debt is added, net private 
debt today stands at the formi:- 
dable figure of $400 billion, com- 
pared with only $140 billion just 
ten years ago. 

As indicated, the overwhelming 
proportion of this debt involves 
fixed time payments, a fact which 
reminds us that any natural de- 
cline in economic activity might 
tend to become cumulative be- 
cause of the nature of the debt 
structure. 

These are some of the problems 
of which we should be aware for 
it is in this area of debt and credit 
that future upsets are most likely 
to originate. 

A more serious source of trou- 
ble to which the foregoing factors 
are contributing is the threat of 
another inflationary Outburst. This 
is not solely a domestic problem 
but rather one that confronts all 
of the free world today. The con- 
tinued tension in the Middle East 
and on the international scene 
generally adds additional fuel to 
the inflationary fires. Leadership 
in world affairs can best be sup- 
ported by a stable currency and 
healthy economy at home. 

From 1951 up to the latter part 
of last year we in this country 
succeeded in achieving a remark- 
able degree of stability in prices. 
In fact, during all of this period 
prices varied less than 2%. But 
just since January of -this year 
pressures have mounted with the 
result that more than one-half of 
the increase in he Gross National 
Product this vear is accounted for 
by an increase in prices. This 
means that our actual real rate 
of growth is less than 212% in- 
stead of the 5% that the dollar 
figures indicate. When we go fur- 
ther and make allowance for the 
population rise of about 2% we 
find that the real per capita Gross 
National Product has changed 
scarcely at all. 





Against Indiscriminate Credit 
Injections 

these circumstances the 
Federal Reserve System has had 
no alternative but to restrict the 
availability of credit to accommo- 
dating only the legitimate needs 
of business. As long as demands 
of business are not being met out 
of true savings, it is axiomatic that 
the creation of additional money 
in an economy results in an in- 
pacity simply results in an in- 
crease in prices. Indiscriminate 
injection of credit to support a 
boom is the surest road to an 
eventual. depression, and_ the 
longer the boom is continued by 
this means the more severe the 
inevitable collapse. 


Given 


Exposes Inflation Myth 

Let us not fall for the common 
fallacies of inflation. Often it is 
said that inflation means a rise 
in profits, in stock prices, in- 
creased employment, and higher 
wages. The history of the French 
and German inflations furnish in- 
controvertible evidence that these 
are purely temporary phenomena 
—that in the longer run business 
after business is forced to close 
down because of inability to raise 
prices and generate earnings fast 
enough to meet the more rapidly 
rising costs of operation. Inevi- 
tably this brings about bank- 
ruptcies rather than rising profits, 
lower rather than higher real 
wages, and unemployment instead 
of increased employment. Terrible 
hardship is wrought on the pen- 
sioner, insurance policy holder, 
savings bank depositor, and any- 
one depending upon fixed income. 

Actually no one can effectively 
hedge against inflation of that 


type and in the end everyone 
suffers. The thesis that a gradual 
inflation of the magnitude of say 
2% a year is harmless, is likewise 
a myth for it is by this process, 
as President Eisenhower pointed 
out in a recent press conference, 
that a gradual erosion of purchas- 
ing power destroys the incentive 
to save. In the absence of proper 
capital formation the Government 
finds it politically inexpedient to 
avoid the creation of money. Thus 


eventually the same result is 
brought about. The best back- 
ground for rising business, full 


employment, and a higher stand- 
ard of living is a stable price 
structure. I think we can find no 
better example of this than the 
experfence of the four years up to 
the beginning of 1956—a period 
of almost continually rising busi- 


ness activity, stock prices, em- 


ployment, and profits. This of 
course was achieved against the 


background of less than a 2% 
fluctuation in the price level. 
Those are the conditions. we 


should strive to preserve but right 
now we are up against strong 
pressures on the price level and 
to counteract these it is necessary 
to employ strong antidotes. 


What Credit Controls Can Do 

Let me make clear that credit 
policy is no cure-all for economic 
disequilibrium or price instability. 
If properly used, credit controls 
can be effective in arresting in- 
flation which arises primarily 
from extension of credit, but it 
can no more stop inflation that 
arises from other sources than a 


lightning rod can put out a fire. 
The maximum effect can be 
achieved on the Government front 


only by a combination of appro- 
priate fiscal, debt management 
and credit policies. Beyond this, 
in the private sector, there must 
be intelligent cooperation between 
labor and management and exer- 
cise of restraint on the part of 
the individual. Excesses in any 
one category either within or out- 
side the Government call for ap- 
plication of moderating actions in 
whatever other categories can be 
employed. 


Fiscal Advice 


Much has been accomplished 
during the past several years on 
the fiscal front. A Federal Gov- 
ernment budget surplus is a wel- 
come change from the heavy def- 
icits of the past but certainly the 
present surplus is at a very mod- 
est level in relation to over-all 
income, and if no further progress 
than this can be made during a 
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period of unparalleled prosperity 
there is little prospect of ever 
making a really significant inroad 
on the national debt. Until a 
much larger surplus is provided 
for reduction of the Federal debt, 
the Congress should scrupulously 
prune expenditures and avoid tax 
reductions that would have the 
effect of reducing revenues. It is 
the responsibility of labor to 
avoid demands for wage increases 
which are out of line with pro- 
ductivity. 

In fact if borrower or lender, 
management or labor, the individ- 
ual consumer or other agencies of 
the Government do not exercise 
restraint voluntarily, the Federal 
Reserve System finds itself in 
that generally unpopular position 
of bearing the responsibility for 
forcing restraint by limiting the 
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Partner, Davis, Skaggs & Co., San Francisco 


Retiring IBA head asserts ““Accent on Youth” is the answer to a great need 


of the investment industry and reviews the program designed to foster proper 


and informed selling, to encourage the taking on of responsibility, and to 


make the profession a highly respected one. 


Mr. Davis explains the impor- 


tance of the many IBA Committee industry studies to the smaller dealer and 
to salesmen; reviews closer relationship developed between the IBA and 


groups of younger men in various cities; and shows how beneficial IBA 


educational activities have been to the public and to the investment industry. 
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gardi: states, munici- 
be purchased 
services, no 
siven the young 
put before him 
ys and conclusions of 13 
IBA Commiiteemen from 
his own business—all spe- 
ialists in their fields. 

Many of vill recall my 
comments here a year ago 
concerning “Accent on Youth.” 
reterred to the need of bringing 
sounger men along, teaching them 
the art of selling, preparing them 
to accept larger responsibilities. 
and in anticipation of making 
Group calls around the country I 
agreed to ciscuss with men in the 
junior IBA’s, Street Clubs, and 
30-40 age groum, sales techniques 
and methods of interest to them. 
Furthermore, I wanted to encour- 
age younger men to know their 
industries through making use of 
IBA Committee reports, and there- 
by building a sound foundation fos 
their sales efforts. 

One outstanding example of 
what can and has been done along 
these lines is the close relationship 
developed between the Investment 
Association of New York and the 
IBA. The Investment Associatior 
of New York is a group of some 
400 of the vounger men in the 
business in New York. Through 
the personal assistance and coop- 
eration of every one of our na- 
tional IBA Committee Chairmen 
this New York organization set up 
the counterparts of IBA Commit- 
tees within its own group — ta 
study the same subjects and to 
submit factual material and sug- 
gestions for reports thereon. They 
also agreed to release verbally and 
in print committee information to 
their in New York 

imult vith its release 
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Meeting the Nation’s Steel Needs 


I am here not as txe spokesman 
for the steel industry as such, Lut 


as the President oc Bethlehem 
Steel Co —a company which is, if 
I may say it 


with cue mod- 
esty but with 
great pride; a 
considerable 
factor in the 
industry. What 
I say with 
réference to 
Bethlehem 
will probably 
apply in some 
degree to all 
the other ma- 
jor producers. 
We have prob- 
lems in com- 
mon and we 
ure apprueciuloag solutions to those 
problems in the same general di- 
rections. 

! think it is generally recog- 
nized today that tne managers of 
large industrial companies have to 
keep in mind continually the in- 
terests of employees, customers, 
stockholders and the country at 
large. The art of good manave- 
ment might be defined as the vrac- 
ticing of methods which will sat- 
isfactorily discharge these respon- 
sibilities in the face of such seem- 
ing conflicts as may arise. 

It is my observation that we 
have been making great progress 
in dealing with these occasional 
conflicts in the steel industry and 
that the interests of all groups are 





Arthur B. Homer 





being better served today than 
ever before. 

An address by M. Homer before the 
45th Annual Convention of the Invest- 
ment Bankers Asseciation, Hollywood 
Fla., Nev. 27, 1956. 




















By A. B. HOMER* 


President Bethlehem Steel Company 


In forecasting steel industry’s- need to increase steel capacity 70 million tons, or 


~f)0/ 
50%, 


by 1971, to provide 200 million ingot tons, and in next five years an 


additional 20 miliion ton capacity to five million annual ton rate increase, 
Bethlehem Steel head details the difficult financing problenis entailed in view 
cf discrepancy between increased capacity costs and need to maintain adequate 


investment return. Mr. Homer suggests “‘a relatively small increase in earn- 


ings per ton spread over all products,”’ 


and reinstatement of accelerated: tax 


amortization to avert even high price increases or reduced expansion plans. 


Decries self defeating wage-price spiral and praises 


A Balance ot Gains 

We are getting nearer to reali- 
zation On tne part of all interests 
tuat a proper balance of gains is 
good for all and that excessive 
cain for immediate benefit to “nv 
one interest is bad for all. The 
professional manager of modern 
business sees ciearty that serving 
all interests in an equitable man- 
ner is a major goal towards which 
he strites for the good ot ihe 
whole. 

While partial realization o" this 
goal may have been accompiished, 
it is diificult at times to resolve 
scme of the conflicts which arise 
in our competitive economy where 
power may be used to force a gain 
for toe benefit of one interest and 
thereby lead to conditions which 
may be detrimental to all. 

To anticipate and cortend with 
such situations so that the end re- 
sult will not adversely affect tne 


stabilized-labor-cost period. 


of 
of 


interests ot the whole is one 
the most difficult functions 
management today. 

The nature of this management 
challenge can be well illustrated 
by reference to the steel labor ne- 
goliations which took place this 
year. These negotiations procuced 
a crisis for the industry and cul- 
minated in a costly strike, the ef- 
fects of whicn are still being felt 
throughout the economy. Later I 
will outline the problem we faced, 
but first let me put it into the 
framework of the indusiry’s over- 
all problem. 

Responsibility to the Nation 

Let me start cff with the state- 
ment that the American steel in- 
dustry must expand its basic ca- 
pacity to serve the nation’s needs. 
That is the 
country as a whole. The national 


our responsibility to 


_-Opulation is growing and our per 


recently won three-year 


Capita consumption of steel is 
growing. Our whole economy is 
sureing forward and the steel in- 
dustry wants to keep pace. Mani- 
festly, it does not want to retard 
this growth process by not pro- 
ducing enough of the basic mate- 
rial upon which growth depends. 

Hiistury incicates that the pro- 
duction of steel in our economy 
has a direct relationship to our 
gross national product—the meas- 
ure of all goods and services pro- 


cuced. If the trends of growth 
continue in national production, 
in population and in per capita 


consuir ption of steel, the economy 
wouid probably require in 15 years 
an annual stecl capacity of about 
200 million ingot tons. This weuld 
mean an expansion of about 74 
million tons, or over 50% in ca- 
pacity in the next 15 years. 

to meet the 


Te exnond nation’s 


needs, including a safe margin 
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for security purposes, is one of the 
problems the industry is facing. 
kxpansion is proceeding at a rate 
of about five million additidgnal 
ingot tons of steel a year through 
1958. Some autiiorities estimate 
that within the next five 
the industry will need to spend 
well over $5 billion to create same 
20 million tons of new capacity. 
These figures may not be precise 
but they indicate what we have 
to do to keep abreast of things. 
We naturally are concerned about 


vears, 


doing the job and at the same 
time continuing ‘to earn a satis- 
factory rate of return on the in- 


vestment. Here we have a respon- 


sibitity to another one of the 
interests about whic.y I spoke 
previously. 

Responsibility to Investors 

I have no doubt that you are 


generally famiiiar wito the situa- 
tion. With today’s facility costs 
inflated in relation to the average 
cost of existing plant, tie incus- 
try 18s running out of opportunities 
to add additional capacity at costs 


which would justify the invest- 
ment at present earning levels. 
Some cof us are in better shape 
than others in this regard, but 


all of us who are going to expand 
will be faced sooner or later with 
the necessity of adding new fully 
integrated facilities — from raw 
materials to finished products—at 
costs ranging to $300/$400 per ton 


annual ingot capacity. To illus- 
trate the implications of this let 
me cite Bethelehem’s current sit- 


uation as an example. 

Current price-cost relationships 
provided Bethlehem with earnings 
in 1955 which resulted in the re- 
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Kaiser 


When George Davis and Eaton 
Taylor invited me to make a pres- 
entation to you, I asked them, 
“What do you want me talk 
about?” They 
said, ‘Kaiser 
Industries.” I 
replied, “‘Are 
you sure you 
don’t want me 
to discuss the 
out-look for 
the economy 
of the country 
or a theoret- 
ical philoso- 
phy about 
where we are 
going?” And 
they said, “No, 
we want you E. 
to talk about 
Kaiser Industries.” This invitation 
to speak to you gives us an Op- 
portunity to tell you how impor- 


to 


Jr 


E. Trefethen, 


tant your part has been in out 
growth, and in our future. The 
basic industries we are in are 
growth industries where large 


sums of money are as essential as 
the raw materials, plants, and 
management. You have become 
partners of ours and we are gratec- 


ful for your confidence and for 
your great contribution to our 
success. 


The story of Kaiser Industries, 
which is so close to my heart, is 
the story of our founder, our in- 
spiration, our Chairman, Henry J. 
Kaiser, and of the team of men 
he built. It is a story of courage, 
vision, inspiration, hard work, and 
faith in the future that developed 


the sound foundations of our 
various basic businesses. 
Historical Highlights 
Henry Kaiser’s industrial be- 


ginnings date back to 1914 when, 
in British Columbia, he organized 
the Henry J. Kaiser Company, 
Ltd. to conduct paving operations. 
This was followed in 1923 with 
the start of our sand and gravel 
business in California. 

In 1927, we went to 

*An address by Mr. Trefethen before 
the 45th Annual Convention of the In- 


vestment Bankers Association of Amer- 
ica, Hollywood, Fla., Nov. 28, 1956. 
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Executive Vice-President, 


The Commercial and Financial Chronicle . 


Industries Corporation 


By E. E. TREFETHEN, Jr.* 


Kaiser Industries Corporation 


In describing the growth, structure, financing, balance sheet and operating 
statement of the Kaiser Industries Corporation—comprising steel, aluminum, 
gypsum, engineering and construction, cement, sand and gravel, in 14 states 
and 10 foreign countries—Mr. Trefethen expresses appreciation for invest- 
ment bankers confidence, stresses all government borrowings have been re- 
paid in full with interest, and reiterates“we have successfully retired from the 
passenger car business.”’ Reports on: (1) greater profitable expectations for 
Willys in 1957; (2) important and unique role of Kaiser Engineers, par- 
ticularly in oxygen converter process and nuclear energy; (3) plans of fully 
integrated West coast steel operations to meet more than present 55% of 
West’s growing steel demands; and (4) getting ready for annual aluminum 


build 200 miles of highway, laced 
by 500 bridges. 

In 1931, heavy construction be- 
came Our major business. In part- 
nership with other contractors we 
built some of this country’s big- 
gest projects — Hoover Jonne- 
ville—and the Grand Coulee Dam. 

Another of the great Western 
dams — Shasta triggered our 
entry into basic materials produc- 
tion in 1939. 

There was a great shortage of 
cement on the West Coast, and 
when bids were called for cement 
to build Shasta, we made one— 
without even having a cement 
plant—one that meant a savings to 
the government of $11% million. 

We were awarded the contract 
and in seven months had built 
the plant, started operations, and 
begun delivering cement. 

This was followed by shipbuild- 
ing, and I am sure you all know 


our shipbuilding record during 
the war. 
It is important to note however, 


that cement like sand and gravel, 
started prior to World War II and 
was followed by our other basic 
industries—Kaiser Steel in 1942— 
Kaiser Aluminum in 1946 — and 
Kaiser Gypsum in 1948. 


sales in excess of $1 billion. 


The past decade has really been 


our period of expansion pri- 
marily in aluminum, steel, cement, 
gypsum, engineering and = con- 
struction. This has been a great 
team effort involving financing 
of more than one billion two 
hundred fifty million’ dollars. 


Even today, our current expansion 


programs aggregate a little more 
than $420 million incidentally, 
for your information, for which 


all financing has been arranged. 


Kaiser Today 

In a capsule, now after more 
than 40 years, Kaiser Industries 
Corporation and its affiliated com- 
panies today have total assets of 
close to $1 billion: total sales of 
close to $1 billion annually: 69,000 
stockholders: 51,000 employees, 88 
plants and facilities in 14 states 
and 10 foreign countries. In addi- 
tion, through our charitable trusts 
and non-profit corporations com- 


prising “The Kaiser Foundation 
Health Plan,’ we are operating 
12 hospitals and 34 outpatient 


treatment centers and a school of 
nursing. This vast organization of 
4,300 technicians and aids in con- 

with partnerships of 
totalling 500 are 


junction 


aoctors some 
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caring for the medical and hospi- 
tal needs of over 530.000 Health 
Plan members. To our knowledge, 
this is the most comprehensive 
medical care program in the coun- 
try. It is a very important part 
of our effort. 


Kaiser Industries 
teturning to Kaiser Industries 
Corporation—it is the culmination 
of almost a half century of cor- 
porate development. It is our top 
company which owns all of the 
stock of the Henry J. Kaiser Com- 


pany and Willys Motors, Inc., and 
through the Henry J. Kaiser 
Company owns 80% of Kaiser 


Steel, 37% cf Kaiser Aluminum & 
Chemical and 30% of Permanente 
Cement and its wholly-owned 
Kaiser Gypsum. In effect there- 
after, Kaiser Industries Corpora- 
tion is our engineering and con- 
struction business, our sand and 
gravel business, our Jeep business 
plus our interests in steel, alumi- 
num, cement and gypsum. 


Willys Motors 

We have successfully retired 
from. the passenger car business 
and Willys Motors is now geared 
exclusively to the _ specialized 
market for the Willys Jeep and 
related 4- and 2-wheel drive 
vehicles. 

If Edgar Kaiser were here, he 
would say to you that the words 
I just used—‘‘successfully retired 
from the passenger car business” 
—are an understatement. To have 
come through those terrific losses 
all bills turned 
the business, by the acquisition of 
Willys, to a 
little undertaking. 

This shift has resulted in profit- 
able j 


paid our —and 


profitable one was 
Some 
AY; 


pilive.. . in 


in ° 
1956. And 


operations 
1955 and in this year . 


.. Thursday, December 13, 1956 


Depth 


we are looking forward to a 
particularly good year in 1957. 
We are the third largest U. S. 
exporter of commercial vehicles, 
and enjoy a broad and diversified 
market—domestic and military as 


well as export. 
Through a subsidiary ... Kaiser 
Aireraft’& Electronics ... Willys 


operates the largest profile milling 
shop in the country. It is an 
important—a _ vital—supplier of 
machined aluminum forgings for 
the Boeing B-52 and jet-tanker 
programs. 

Henry J. Kaiser Company 

Our other wholly-owned sub- 
sidiary, Henry J. Kaiser Company, 
is an operating company as well 
as the principal stockholder in our 


major publicly-owned  corpora- 
tions. Its operating divisions in- 
elude the San Francisco Bay 
Area’s largest producer of sand 


and gravel and Kaiser Engineers, 
one of the world’s largest engi- 
neering and construction organi- 
zations. 
Kaiser Engineers 

Kaiser Engineers has been and 
continues to be an integral and 
decisive factor in the development 


and growth of all Kaiser indus- 
trial undertakings. 


During our entire history, the 


men of Kaiser Engineers have 
played a prominent part, from 
paving operations to the design 


and construction of the country’s 
largest aluminum reduction plant 
... the Chalmette works of Kaiser 
Aluminum. 

In addition to the part played 
by these men in our own develop- 
ment, they have offered and con- 
tinue te offer to industry at large 
their varied skills and experience. 

Kaiser Engineers today is tack- 
ling a backlog of more than $400 
million . this representing the 
uncompleted portion of contracts 
with a tatal dollar volume of 
about $700 million. 

Twelve thousand men of Kaiser 
Engineers are currently engaged 


in work for the Tata Iron and 
Steel Company of India the 


Jones & Laughlin Steel Corpora- 


tion... St. Joseph Lead Company 
Marquette Cement Company 

. the Atomic Energy Commis- 
sion the Snowy Mountains 
Hydroelectric Authority in Aus- 
tralia ...and many other clients 
in addition to performing con- 


tracts for our own associated com- 
panies. 


I wish I had the time to tell you 


more of what they are doing... 
of how the Tata contract alone 
will raise India’s total steel ton- 
rage by almost 50% of the 
exciting work being done by 
Kaiser Engineers in the field of 
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SEC’s 


It is a great pleasure for me to 
address the Investment Bankers 
Association of America assembled 
in your 45th Annual Convention. 

As each of you 


in your daily 
business life is 
directly con- 


cerned with 
the adminis- 
tration of the 
Federal secu- 
rities laws by 
the Securities 
and Exchange 
Commission, 
this opportu- 
nity to discuss 
with you the 
statutory ob- 
jectives, the 
policies and 
programs of the Commission and 
the importance to the success of 
our free enterprise system of the 
proper functioning of the capital 
markets should contribute to an 
understanding of the respective 
responsibilities in the capital mar- 
kets of the Commission, the se- 
curities industry and the investor. 

As to the objectives of the Con- 
gress expressed in the statutes, the 
Federal securities laws, enacted in 
the years 1933 through 1940, were 
intended to provide to public in- 
vestors in new issues of corporate 
securities offered and sold in in- 
terstate commerce and in issues 
listed and traded on national se- 
curities exchanges certain basic 
business and financial information 
about the corporations issuing 
them; to provide regulation of the 
exchange markets so as to assure 
free, fair. open and orderly mar- 
kets; to provide a limited regu- 
lation ot the over-the-counter 
markets; to provide corporate sim- 
plification and physical integra- 
tion and continued regulation of 
the financial structures of public 
utility holding company systems: 
to provide regulation of invest- 
ment companies to assure adher- 
ence to standards protective of 
public investors, and to provide 
against manipulation, “pools,” rig- 
ging of prices, insider advantages. 
and misrepresentation and fraud 
in the purchase and sale of secu- 
rities. These are the statutory ob- 
jectives. 








J. Sinclair Armstrong 


As to the policies of the Com- 
mission jn administering the se- 
curities Jaws, it was three years 
ago, in December, 1953, that Ralph 


H. Demmler, then Chairman, ad- 
dressed vour Association here in 
tollywood. He outlined for you 


the 


Commission 


some of pronlems facing the 


and described our ap- 


proach and philosophy. He stated, 





*An address by Mr. Armstrong befure 
the 45th Annual Convention of the In- 
vestment Bankers Assecciation of Amer- 


ica, Hollyweed, Florida, Nov. 26th. 
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Impact on Capital Markets 


By J. SINCLAIR ARMSTRONG* 


Chairman, Securities and Exchange Commission, Washington D. C. 


Focusing attention on efforts made to minimize fraud, SEC Chairman deals 
with Commission’s efforts to increase jurisdiction to detect and forestall rising 
unscrupulous sales, and emphasizes common responsibilities of — and action 
that must be taken by—securities industry in this objective. Mr. Armstrong 
discusses such problems as “fraud money”’ racket, “no sale’ rule, unregistered 
securities, and illegal sales from Canada; reviews new summary prospectus 
trial ruling, and operation of newly enacted long needed amendments; details 
public’s responsibility in exercising care and prudence; and lists the prereq- 
uisites to, ensure Congressional intent of free securities market and free 


and I think most importantly, that 


“the Government should not inter- 


pose unnecessary obstacles to the 
raising of capital.” Also, through 
his speech ran the theme of the 
importance of not sacrificing any 
of the basic safeguards for pro- 
tection of the investing public 
which had been built up over the 
years. Rather we were then seek- 
ing to make those programs con- 
form to the statute and be more 
effective. We still are. 


SEC Aids Capital Formation 


Capital formation is tremen- 
dously important to the economy 
of our country. There is nothing 
in the Federal securities laws de- 
signed to impede the raising of 
capital. These laws if well ad- 
ministered should help, not hurt, 
the capital tormation process. 


Capital is formed only by the 
voluntary cooperation of the pub- 
lic, and the work of the Commis- 
sion is one of the factors giving 
the public confidence in the in- 
tegrity of the capital markets, You 
cannot have capital formaticn 
without willing investors. 

These last three years have been 
productive of great progress in 
many areas of the Commission's 
work. The securities industry and 
Government may take great sat- 
isfaction from our cooperative ef- 


forts to solve some of the prob- 
lems which three years’ ago 


seemed to present formidable ob- 
stacles and the resolution of which 


then seemed remote, but which 
have been solved or are on thei: 
way to solution. 


In approaching problems, natu- 
rally differences of opinion occu: 
between the Commission and th< 
securities industry. and between 
different segments of the industry, 
as to administrative methods and 


procedures of business practices 
and conduct 3ut we all share one 
common interest, the investor. I! 
the Commission or the securitie 
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capital formation. 


industry fails to serve 
vestor, or serves him 
nation is the loser. 

As to programs of the Commis- 
sion in carrying out our general 
policies, by far the most important 
over-all program of the agency is 
our enforcement program. It is 
interesting to note that this, too, 
was foreshadowed in Mr. Demm- 
ler’s talk here in 1953, though 
the problems have been greatly 
magnified since then. I will ‘de- 
scribe some of these briefly, and 
our etforts to cope with them. 


the in- 
badly, the 


Problem of Dishonest: Broker- 
Dealers 

First, the problem of new, in- 
experienced and, in some cases, 
dishonest brokers and dealers reg- 
istering under the Exchange Act. 
The recent great activity in the 
capital markets has attracted 
many new brokers and dealers to 
the securities business. The num- 
ber of registered broker-dealers 
increased from 3,900 in June 1949, 
to 4,600 in June 1956. Many of 
the new broker-dealers are inex- 
perienced and unfamiliar with the 
obligations owed to their cus- 
tomers. Some have been drawn 
into the business in the hope of a 
quick profit rather than the es- 
tablishment of a sound business 
reputation built painstakingly 
upon just and equitable principles 
of trade. A 


substantial number 


either lack adequate financial re- 
sources or speculate unwisely, 
thus getting into financial dilficul- 
ties which threaten the safety of 
cusiomers’ funds or securities en- 
trusted to them. 

The Commision has no authority 
under the Exchange Act to bar a 
person from registration (absent 
proof of earlier violation of law) 
nor is there any financial or edu- 
cational requirement. We have in- 
stituted expanded and more fre- 
quent broker-dealer inspections, 
prompt investigations of irregu- 
larities discovered in inspections 
or complaints received from the 
public, and prompt and vigorous 
legal action in the case of viola- 
tions. 

Second, the problem of “boiler- 
rooms.” An increasing number of 
securities of speculative quality 
have been sold to unsophisticated 
investors lured by representations 
of large profits under present 
market conditions and willing to 
buy securities on the basis of rep- 
resentations made over the long 
distance telephone by complete 
strangers. Prevention and detec- 
tion of fraud in such sales has 
been a particularly difficult task 
necessitating the careful collection 
of evidence from widely scattered 
sources. 

Our 

first, 


thrusts 
broker-dealer 


program has three 


to bring 


revocation proceedings against 
broker-dealers found to be selling 
or purchasing securities by mis- 
representation or fraud; second, to 
bring injunctive actions in the 
Federal courts to prevent such 
transactions, and to prevent 
broker-dealers from doing busi- 
ness in violation of any of the Ex- 
change Act protective provisions 
or the Commission’s rules; and 
third, where the violation is will- 
ful, reference of the case to the 
Department of Justice for criminal 
prosecution. 


Public Must Be Educated 

One particularly difficuit aspect 
of the ‘“‘boilerroom” problem is 
the gullibility of the public. The 
Commission has had a public in- 
formation program under which 
Commissioners have talked at 
public gatherings, particularly to 
professional and civic groups, to 
the press and on radio and televi- 
sion, seeking to acquaint the pub- 
lic with the dangers of stock 
transactions with unknown per- 
sons calling on the long distance 
phone and holding out promises 
of riches if the person called will 
only buy the stock. The public is 
asked to tell the person cailing to 
put a letter in the mail about the 
securities (this often ends the call 
because use of the mails gives 
Federal jurisdiction under the Ex- 
change Act and the Mail Fraud 
Act) or to put the official pro- 
spectus or offering circular (which 
in the case of a new issue is re- 
quired to be filed with, and is ex- 
amined by, the Commission) in 
the mail. 

The press, radio, and television 
news media have rendered great 
service to the American people by 
helping to get this message across. 
But, fundamentally, a government 
agency can do just so much in 
protecting the public, and in the 
final anlaysis the American people 
must learn to use ordinary care 
and prudence in investing their 
money. The Commission needs 
the help of the investing public 
which should report to us trans- 
in which 
fraud 
Continued on page 55 


actions misrepresenta- 


tion and has occurred and 
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By 


LOUIS RASMINSKY* 


Deputy Governor, Bank of Canada 
International 


Monetary 


Fund 


After reviewing external aspects of recent Canadian economic expansion, 
Bank of Canada official depicts America’s stake in world prosperity and the 
importance of foreign trade. Mr. Rasminsky explains secondary industries’ 
aggregate investment has been several times as large as investments in the 
publicized primary resources; investment rate has been considerably higher 
than that of the U. S.; investment boom is primarily responsible for imports 
rising faster than increasing exports; U. S. capital market’s accessibility makes 
Canadian borrowing sensitive to relatively small changes in interest rate spread 
between the two countries; growth potential rather than yield influences for- 
eign investors in Canadian equities; ard free rate has been helpful in main- 


example, oil and natural gas have 
contributed to the development of 
a sizable petrochemical industry. 
Perhaps most important of all, the 
uncovering of important basic re- 
sources has created, in the minds 
of Canadians and non-Canadians 
alike, a favorable attitude towards 
Canada’s long-run prospects. This 
favorable attitude, and the will- 
to back it up with hard 
cash, is reflected in the high level 
of investment which has been tak- 
ing place in our country since the 
end of the war. 


iIngness 


Larger Secondary 
Investment 


Industry 


However, resource development 
can be exaggerated as a factor in 
our development. Growth in Can- 
ada during the last few vears can, 
perhaps not inappropriately, be 
compared to the proverbial ice- 
berg: the parts that one sees are 
but the 


surtace 


most impressive, 
the 


not unknown at least invisible. 


great 
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taining monetary stability. 


investment 
industries, in 
distributive 


actual fact, aggregate 
in our secondary 
communications. 
and service facilities, in non-resi- 
dential construction and in hous- 
ing has been several times as large 
as investment in the exploitation 
of primary resources. What we 
have had is a general exvansion, 
in which basic resources have 
played an important dynamic role, 
which has broadened and 
ened the structure of the 
dian economy. Relatively unde- 
veloped countries sometimes act 
as though the development of the 
primary products in which they 
have a natural economic advan- 
tage is incompatible with the de2- 
velopment of secondary industry. 
Our own experience has’ been 
that the two can well go hand in 
hand, and that the broadening of 
the internal market produced in 
part by basic resource develon- 
ment brings in its train the 
development of secondary manu- 
facturing industries and service 
industries as well. 


deen- 
Cana- 


Uninterrupted Capital 
Expansion 

The recent Canadian expansion 
is, Of course, by no means an ‘iso- 
lated case. In fact, one of the most 
striking economic facts of the past 
few years is the great increase in 
the demand for canital to finance 
expansion in virtually all parts of 
the world. One of the manifesta- 
tions of this has been the univer- 
sal rise in interest rates as the 
supply of savings has had diffi- 
culty in keeping pace with the de- 
mand for loanable funds. Though 
the Canadian case is by no means 
unique, there are, perhaps, two or 
three special features in our nosi- 
tion. One is that the Canadian 
economy has been expanding al- 
most without interruption § since 
the end of the war. At first it 
seemed to be a question of mak- 
ing up for the denression and the 
war, during which civilian prog- 
ress was at a standstill and even 
maintenance reduced: during the 
1950's there has been continuous 
and, in the last year or two, accel- 
erating new expansion. Usually 
in Canada and elsewhere’ sharp 
bursts of expansion have’ been 
moderated or temvorarilv halted 
by cyclical down-turns. This has 
been true since the Wat in most 
other countries. In Canada, though 
we have not been comopletelv in- 
sulated trom the cyclical disturb- 
ances that have been experienced 
elsewhere, these have for the most 
part taken the form of a pause in 
the growth of output, as in 1954, 
rather than a down-turn. 

A second remarkable chracter- 
istic of our erowth has been its 
magnitude. In real terms, gross 
national product is currently run- 
ning some 40% higher than it was 
at the end of the 1940’s. This in 
itself, though impressive, does not 
seem much different from. the 
zrowth of output in the United 


States. But the rate of investment 
in Canaca has been considcrably 
hivher than it has been in the 
United states and most other 
countries. Ever since 1948 the 
pronortion of our gross national 
product devoted to investment hes 
exceeded 20%: this vear it will 
amount to the very high figure of 
2p" These rates are considerably 
higher than the corresponding 
figures for the United States. 
There appears to be this differ- 
ence between the recent character 
of investment in Canada and the 
United States—that in our case a 
higher proportion of investment 
has gone into activities that either 
do not result directly in industrial 
outout, such pipelines and 
transportation, or into very long 
ranze projects which still to 
be reflected in our vroduction 
statistics such as oil, hyvdro-elec- 
tric development, and so forth. It 
follows, of course, that a consid- 
erable share of the fruits of Cana- 


still 


as 


are 


dian investment are to be 


plucked. 
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xpansion 


1954 the in- 
investment 
marked. 
in value 
1955 than 


the pause of 

ase in output and 
in Canada has been very 
Gross national product 
te) vas 10% higher in 
1954 and is currently running at 
a rate ahout 16% higher than 1955. 
The increase in 1955 took up most 
ol the slack which developec&dur- 
ing the 1954 pause. The increase 
this vear has absorbed more than 
the regular annual increase in the 
labor force resulting from popu- 
lation growth and immigration: 
vood jobs have attraeted more 
people into the labor force who 
would not be there under less 
buoyant conditions. The increase 
in cross national product this year 
includes a larger element of price 
increase than previously, and the 
current account deficit in our in- 
ternational payments’ has _in- 
creased very substantially, Both 
of these developments reflect the 
growing pressure on our. re- 
sources. 


Since 


ms w 


Imporis Increased Faster Than 
Exports 

The current account deficits 
which have persisted with the ex- 
ception of one vear since 1950 are 
the focal point in our balance of 
payments. They represent tne ex- 
tent to which we have drawn on 
the rest of the world for goods 
and services to enable us to main- 
tain levels of investment and con- 
sumption which are beyond our 
own immediate capacity. 

The current account 
ranged from $400-$500 million a 
year until 1955, but the deficit is 
now running at a rate in excess of 
$1 billion a vear. These are biz 
figures by any standards, but it 
is worth remembering that as a 
percentage of total trade turn- 
over they are smaller than they 
have usually been in past periods 
of rapid expansion. 

Current account deficits are no 
novelty in new countries. Fre- 


Continued on page 71 
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Growing Foreign Investments 


Over the past decade you in- By ROBERT L. GARNER* 


some of the leading foreign cor- 
-estment bankers have been busy : . . ; : yorations. 
-and generally profitably so—in President, International Finance Corporation Vou snow cof Gm secu eee 
financing American industry, util- 


financial companies which have 
been organized for foreign invest- 
ment, and we in the Internationa} 
Finance Corporation have been 
told by them and by many of the 


ities and pub- 
sic authorities. 
And despite 
sOoine present 
problems in 


The inescapable changing world’s decisive impact upon our future, and the 
increasing importance of foreign markets, are referred to by Mr. Garner in 
depicting the investment banker’s role in the growing field of foreign invest- 


leading : investment bank ing 
si * “4 et ana ments; the purposes and principles of the I. F. C.; and our self-interest in the pevernanl ie Pees bs sae es 
sitaetion i economic future of underdeveloped countries. Advises general run of in- ee en ee 
~* eae vestors not to undertake foreign investments; foresees end to depressions e. wish to make it clear that 1 
rope, | : be- comparable to those of the past; expects greater world trade and production rush blindly into foreign Api ei 
will in the growth; and urges promoting the spread of free enterprise system abroad. Sr otinek Conde a 
coming years, ¢ 





handle a big 


tively. I am sometimes surprise@ 
volume of do- 


tended its activities. The horse something better than they ever to suffer with its stagnation and by the enthusiasm of some 


Robert 


— L. Garwer 
MeEsStic  Li- 

nancing. As- 

suming no major war, the U. S. 
economy will continue its growth. 
The pace will vary, but like a six- 


and buggy age required no traf- 
fic control. Now the traff.c li_tits 
must be operated by the sSiate, 
but we doit want it to drive our 
cars. 


knew. 

Generations of Indians of the 
Andes, blacks of Africa, peasants 
of Turkey, lran, India have lived 
little changed over the centuries. 


decline. 


And finally our best customers 
are not the undeveloped and poor 
countries but those most prosper- 
ous and highly industrialized. The 


sup- 
posedly hardheaded Americans 
who are carried away by the lure 


of opportunities abroad, withoui 
applying the judgments’ whiecs 


they recognize as essential ai 





And what is evoing on outside bur our generauion in the West more developed home. The elements of good busi- 
day bicycle race, it will keep £0- our borders pears down on our has upset this way of life. Motor comes the vetter customer it will ness are the same everywhere and 
ing. I trust that there will be juiure. Most of us would g.a.e- cars roll tourists to the pyramids. be. what would not be sound at hom: 
periods when we slow down a bit tuliy return to the good old aays GI's went into the islands of the These are the economic facts iS certainly not sound abroact, 
to consolidate our gains anu Catch when we Americans were secure 'acific, Burma, China, with the \piech vive this country a stake There are difficult conditions and 
our breath. But | believe that to jive our ewn lives and settic trimmings ot tne American way in developing the undeveloped greater risks and these must be 
over the foreseeable future we gur own problems, but there are of life. Hollywood films reveal \orlq 3 carefully weighed against the pos- 
‘ili have no depression coinpar- few among us who still think that throughout the world a _ picture sible rewards, 
ible to those which have occurred we can turn pack. of American riches. Interest in Investments Abroad 5.) ion Investment Pros and Cor- 
periodically in the past. We and our children cannot Millions of people have had An increasing interest on the a — ia or 

Also, assuming reasonable escape the destiny of living in a their first glimpse of something part of American business in ex- Now let ™ consider briefly 
peace, growth in produciion una world in which what took place ai Ue and exciting —of airplancs panding its operations overseas ooaner of the pros and cons of 
trade in the resi of the world .s the Marne and Verdun, at Bataan and motor cars, of canned meat hes been proved to us in the In- foreign investments. 
likely to be more widespread ana and the Bulce, and what is today @!@ "Mylo scocKings. Fhey Nave «i enationnl Finance Corporation Obviously business across ne- 
rapid than ever before. going on in Hungary, Suez a a SCen these things and they want 9. the past few months, through tional borders has extra hazares 

We have become a more mature Moscow is more decisive to cur — : ee oe discussions with a broad cross- #na today, particularly in the 
economy, and—whether or not we future than what happens in _— SS “on ba wont section of American industry, in- economically less developed arcas, 
«pprove — government has as- Fittsbureh, Detroit or New Or- “i pce F oe eee & kind word, Gluding both the giant corpora- Unstable and erratic political and 
sumed responsibility for sta il.z- leans. Sct ee wos — tions and those of lesser size. financial conditions have to be 
ing the economic life of the coun- In much of Europe and through- poh ey ae, ae “an We are aware also of new ine ced. Bany currencies are being 
try. ‘ he Middle East, Asia and (4. es See Rea ee ee. ie res he part of financial weakened by inflation. Laws and 

O ; “e . "a ated tablished ordei economic progress, is dead or dy- terest on the | t ‘ ob a government policies trequently 

" gea Ire ona “o> orns ne 2 °-eSstse Ss , “der ° ° yee J ate : c - res > POEr A ‘ mae . y e e j 
a ht oa opi rine as hn ae a as caske Ins. And -— place —s aN ae bo “: yoo . ee present difficulties. Nationalism is 
ges ou ; Y @ # Prva Me nations, unsure, inexperienced, Une Indication  fhas en oO often combined with a general 
pocling. 3 of life. W e have been Pe Beene = hongaeivel ea often irresponsible. They repre- participatiens - Pca —. suspicion of foreign business. 
f 9 accept the fact that, as loaning — 1as be ier surp ee - sent a vacuum. And one oft the loans by Comsnerese ankKs — Standards of business conduct 
lite has become more complex, by a viheibed effective and bloodier pyavest questions in the world to- !)surance Companies. Another is frequently fall far below what we 
sovernment has necessarily ex- tyranny. Outside of the Com- day is how will that vacuum be that several of the most conserva- cinemas “appropriate In many 
munist countries, for the first tive banks in New York have x : 


*An address by Mr. Garner before the filled—whether by the 





progres- : ' 3 »laces there is scant experience in 
in nee Panete of ae ae time in history, hundreds of mil- sive development of these people begun to put certain of their in- places t ie ae | 76 
ment Bankers Asseciation of America, lions of people in tne undevelopea with the friendly help of the vestment accounts into stock of Ee Oe Pore ’ 
Hollywood, Fla., Nov. 29, 1956. areas are lezerning that there is West, or by the aggressive and 1} 
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Investment Bankers Face World 
Opportunities 

Now let us get down to the 

question of what all of this change 

in the world means to you ie 

vestinent bankers, to your indus- 
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“ trial and commercial clients, and 
ne to all of us Americans. What is 
Underwriters and our self-interest in the economic j 4 P C) R A ss I C) N 
futurc of the undeveioped coun- 
distributors of “. 7 | 
J shall make three basic points. 
The Paley Report merely 


OF 


polited up what is obvious, that 


Corporate and 


Wwe increasingly need raw mate- 
riels trom outside our borders — sf 
. . . . : ' 
\ ; wnether iron ore, copper, man- 
-ViUuNnicipada ecurilles + 
vanese, bauxite or the Innumer- 
avle minor metals which. more 
and more, are necessary for our 
hungry industry. And the most 
abundant supplies Ne in the less 
developed countries. Their con- 
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meie hy 


allability depends not 


the technical 
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pacity of Our farms and 
is greater than we now consume. 
We need to sell our” products 
abroad and this situation is likely 
to exist indefinitely. 
tance to us of 
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foreien markets is 
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. Thus it does not seem in ques- 
of Canada, Vontreal tion that the United States. the 
erentest producing ard consurn- 
ing nation in the world, stands ta 
benefit. by expand)n:z jnterna- VAT MNOPOAPAVPOPRIRIRMAORTIALYLVTTLTLATAROMOROUATITIVN OTTO PHT MT ihe 
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Public 


It is a distinct pleasure for me 
to appear before such a distin- 
guished audience. My pleasure 
however is tempered with the 
realization 
that, as bank- 
ers, this audi- 
ence consti- 
tutes one 
which is most 
discerning. 
Traditionally, 
bankers have 
been recog- 
nized as men 
who by nature 
and training 
refuse to be 
misled by 
non- essentials 
and quickly 
bring their at- 
tention to bear on that which is 
elemental in any idea laid before 
them. This is as it should be. The 
financial standing of the United 
States would never have reached 
its present stature if you and the 
other financial leaders of the na- 
tion had not devoted your lives to 
clear and objective analysis of 
that which is new while retaining 
the best of that which is old. 


In a sense, however, I feel a 
distinct comradeship with the 
banker in his objectivity. As you 
know I am an engineer. Through- 
out my career as an officer in the 
Corps of Engineers and later in 
private practice, I too have had to 
deal with proposals and projects 
of wide variety and great diver- 
sity of value. I like to think that 
the professional engineer can and 
does match the banker in his im- 
partial analysis of the problems 
with which he is confronted. 





John S. Bragdon 


Relate Securities and Public 
Works 


I would like to discuss with you 
a concept of the proper planning 
of the nation’s public works. It 
is not necessarily a new concept, 
rather it is a new arrangement of 
certain tried and tested ideas. 
This subject is not as foreign to 
investment banking as might seem 
the case at first glance. You who 
participate in the flow of indus- 
trial, commercial, and govern- 
mental credit are, of course, in- 
terested in the various securities 
of our thousands of governmental 
units. Many of these securities 
are pledged to obtain funds to 
provide needed public facilities. 
You thus have a direct concern 
in the matter of insuring that 
these public facilities are properly 
conceived, well planned, effi- 

*An address by Major General Brag- 
don before the 45th Annual Convention 
of the Investment Bankers Association 


of America, Hollywood, Fla., Nov. 25, 
1956. 


By MAJOR GENERAL J. S. BRAGDON* 


Special Assistant to the President of the Uniled States 


Reporting ‘state and local governments are falling behind each year in meeting 
$200 billion backlog of roads, education, water and sewerage requirements, 
President’s public works policy advisor states these governmental units will 
have to spend $20.4 billion annually—twice as much as now spent—in order 
to catch up by 1964. Maj. Gen. Bragdon outlines proposed ‘(Measured Needs”’ 
method of determining public works requirements, in order to systematically 
meet them; details areas in which investment bankers can better serve local 
officials, and expressed concern for such critical problems as: water adequacy, 
stream pollution, public schools, highways, overlapping jurisdictions and un- 
coordinated public works planning. 


ciently constructed, 
nomically operated. 

It is necessary, at the outset, 
for me to define the term “Public 
Works” as I shall use it. This 
term will be applied to the plan- 
ning and construction of public 
or guasi-public facilities such as 
roads, schools, hospitals, airports, 
water supply systems, and other 
public service undertakings. It 
will not include certain mainte- 
nance and _ custodial functions 
commonly lumped as_ vnublic 
works under many municipal gov- 
ernments. In short, I am exclud- 
ing maintenance and operations 
of public buildings, roads and 
streets, publicly-owned utility 
systems, and other public facili- 
ties. 

Within this context I will first 
remind you that the nation’s pub- 
lic works are executed by thou- 
sands of units of governments 
throughout the length and breadth 
of the land. These public works 
serve millions of people. There is 
scarcely a person in the United 
States who does not in some way 
make use of public facilities al- 
most daily. These public facilities 
have a capital cost measured in 
the billions of dollars. Even in 
this day of a $400 billion Gross 
National Product, a billion dollars 
is still a lot of money. This being 
the case these public works de- 
mand comprehensive long-range 
planning if they are to be as ef- 
fective as they should. This 
the theme on which I wish 
speak. 


and _ eco- 


is 
to 


Size and Variation of Public 
Works 


It is not generally realized that 
vast numbers of large and small 
governments are engaged in pub- 
lic works construction in the 
United States. The number is 
almost legion. For instance, there 
are 40 Federal agencies alone in 
the construction field. There are 
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53 states, territories and posses- 
sions, and 3,049 counties. Beyond 
these are the special purpose 
districts, the municipalities, the 
townships, and almost 60,000 
school districts in the United 
States. Altogether there are 109,- 
000 governmental entities plan- 
ning and executing public works 
today. Considering this fact alone 
one is somewhat staggered at the 
possibility for conflicts of juris- 
diction and interests, variation in 
methods and ends, and diversity of 
financial stature. We believe that 
any system which can point the 
way toward more. consistency 
among these governments de- 
serves mature consideration. 


I have already alluded to the 
place of puble works construction 
in the nation’s economy, All con-- 
struction, public and private, is 
a significant element in the econ- 
omy. Over the last 40 years our 
Gross National Product has 
climbed from less than $100 bil- 
lion to its present level of ap- 
proximately $400 billion. Total 
construction, although affected by 
war and depression, has always 
constituted 8 to 12% of the Gross 
National Product. Public works 
construction has varied between 
1% and 6% of the Gross National 
Product, averaging about 3%, 
which incidentally is where it 
stands today. The composition of 
this public works element of our 


economy today is about 75% state 
and local and about 25% Federal 
with a very small portion identi- 
fiable as Federal aid to non-Fed- 
eral programs. 


The cost of public works in 1955 
was $12.5 billion, the greatest total 
in our history, yet 1956 is break- 
ing that record. We estimate that 
the current year’s total will be 
between $13 and $14 billion. 


State and Local $200 Billion 
Backlog 


Despite this large national pro- 
gram there is still a great deal 
remaining to be done. One of the 
contributory factors to the great 
backlogs which exist is the as- 
tounding population growth of the 
United States. These people are 
the “customers” of public facili- 
ties. In the 320 years between 
1620 and 1940, the nation’s popu- 
lation grew to 131 million. Last 
year it stood at 165 million. By 
1975 an estimated 211 million 
people will be living in the United 
States. In other words, in a 35- 
year period we will add 90 million 
users of public services, a number 
equal to two-thirds of the entire 
population growth attained in the 
prior 320 years. The needs of 
these people for public facilities 
are virtually unlimited. 

In addition to the population 
growth, two wars and a depres- 


sion have served to accumulate 
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Works Needs of America 


our great backlog. In the field of 
state and local public works alone, 
requirements today are estimated 
to be over $200 billion. There are, 
for example, $92 billion worth of 
roads and highways needed, $41.5 
billion for educational facilities 
and $25.3 billion in water and 
sewerage facilities. These esti- 
mated requirements have three 
main components. Considering the 
estimate for water and sewerage 
requirements, quoted as $25.3 bil- 
lion, we can identify $10 billion 
in backlog. These are the con- 
struction items needed in the past 
but deferred. Secondly, $6.2 bil- 
lion of the requirement is due to 
obsolescence. This is the volume 
of replacement needed for those 
facilities which have served their 
useful life. Finally, there are 
those required for the growth in 
population. This component of 
water and sewerage requirements 
totals $9.1 billion. 

Similar analyses may be made 
for the other fields of state and 
local public works. If we were to 
catch up by 1964, we should be 
spending $20.4 billion a year. The 
current rate is less than half of 
that. In 1954 the annual rate was 
only 423% of the “10-year 
catchup” rate. We are falling fur- 
ther behind each year. 


Critical Educational and Highway 
Problem 


Let us examine some of the in- 
dividual fields of public facilities. 
First, consider the case for ac- 
celerating the construction of 
public schools. Most of you know 
that there has been an amazing 
upsurge in public school enroll- 
ment. The number of public school 
pupils held fairly constant be- 
tween 1930 and 1950 at about 25 
million pupils. Then the increase 
began. In 1955, there were 32 
million pupils and it is estimated 
that there will be 42 million in 
1965. This creates a critical short- 
range problem. The classrooms 
needed in the next five years total 
470,000. 210,000 are needed for 
added enrollment, 180,000 to re- 
place obsolescence, and 80,000 to 
relieve overcrowding. 


This problem is being attacked 
Continued on page 66 
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Report of IBA Governmental Securities Commiitee 


At the 45th Annual Convention 
“f the Investment Bankers Associ- 


ation of America, Emil J. Patt- 
berg, Jr. of the First Boston 
Corporation and Chairman of 


Governmental Securities Commit- 
fee, submitted the Report of his 


~~, 


committee. 


The text of the Report follows: 


Last May when this committee 
reported to you at White Sulphur, 
there were some question marks 
direction of 


«oncerning the the 
2conomy and 
ihe possible 
‘mplications 
oF the coming 
Presidential 
election. 
Would busi- 
mess level off 
4S many econ- 
Omists had 
gredicted? 
Would there 
be a pickup in 
the automo- 
tile industry 
and housing 
Gtarts, ofr 
would the soft 
gpots spread? Would the Federal 
jteserve System, in managing the 
siation’s money supply, succeed in 
$<eeping clear of the pressures of 





Emil J. Pattberg, Jr. 


ihe election campaign? And 
finally, would the election out- 


«ome signalize some drastic modi- 
Zication of official attitudes about 
cliebt management policies that 
were developed under the Repub- 
4ican Administration? 

Most of these questions have 
since been answered. The election 


| Federal 
|; been 


| the economy did 





Report presented by Chairman Pattberg points out why “1957 can be a chal- 
lenging year for our authorities charged with monetary, fiscal and debt man- 
agement policies” and, in particular, details future refunding developments 
which may nullify previous improvement in our debt structure. Believes suc- 
cessful handling of current delicate market indicates market’s continual 
ability to fulfill its important function in an orderly manner; and shows, 
despite tight money year, commercial bank loans increased $6 billion to a new 
high, without satisfying all potential borrowers. Emphasizes sound dollar and 
improved debt management objectives. 


the 
have 
regard 


policies of 
Reserve System 
determined without 
to political expediency. And 
not falter. In- 
stead, the record breaking outlays 


is history. The 


' for industrial expansion and con- 
: struction, coupled with increased 


consumer spending, drove our 
economy to new heights of pro- 
duction, employment and income. 
The gross national product of the 
third quarter was at the rate of 
$414 billion, a new high record; 
and the final quarter of this year 
is expected to exceed any similar 
period in our history. In short... 
1956 is a boom year. 

During this period the savings 
of the country could not keep 
pace with the demand for money. 
Lending institutions, already ex- 
tended by the expansion of loans 
and investments of the past two 
years, thus faced further demands 
for credit which could only be 
accommodated by the liquidation 
of U. S. Government securities. 
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Current Market Situation 

With business activity nearing 
the limits set by manpower, mate- 
rials and plant capacity, and with 
upward pressures developing on 
the price level, Federal Reserve 
policy continued to be directed 
toward restraint. In carrying out 
this policy the Federal Reserve 
did not make “tight money,” but, 
rather, the System refused to close 
with inflationary dollars the gap 
between savings and the demand 
for capital. It is the responsibility 
of the Federal Reserve to main- 
tain a stable climate for business 
to function in. Thus, the money 
market has functioned virtually 
on a natural supply and demand 


basis. The’ reality of “tight 
money” became apparent as the 
bond markets declined, interest 
rates rose and borrowers gener- 


ally had to adjust their financing 
plans to the changing conditions 
of the money market. 

In general, interest rates moved 
to the highest levels since the 
early 1930s. Two increases in the 
Federal Reserve discount rate this 
year lifted it to 3%, the highest 
since 1933. The prime rate for 
borrowing from commercial banks 
was increased in two steps to 4%. 
The cost of borrowing on mort- 
gages has increased and althouch 
the stipulated rate on VA and 
FHA guaranteed mortgages has 
remained unchanged, it has been 
more difficult to find buyers, even 


when offered at substantial dis- 
counts. 

Prices of corporate, municipal 
and government securities re- 


flected the scarcity of investible 
funds. The extent of these de- 
clines may be illustrated by the 
fact that the yields on new issues 
of corporate AA bonds have in- 
creased by more than 110 basis 
points since early in the year, a 
price decline of some 18 points on 
a 30-year bond. Municipal issues 
showed comparable losses ard the 
longest governments declined as 
much as seven points. 
Throughout the past year, com- 
mercial banks were hard pressed 
to take care of their customer's 
loan requirements. Though much 
has been said concerning the dif- 
ficulty of borrowing money, com- 
mercial banks did increase their 
loans by about $6 billion to a 
new high in dollar amount, and 
the highest ratio of loans to de- 
posits since the 1930s. This oc- 
curred during a period when there 
was only a small change in the 
amount of deposits of the banking 
system and was accomplished pri- 
marily by the sale of an almost 
equal amount of government se- 
curities, many ata loss. In doing 
so, they reduced their secondary 
reserves, that is, cash and govern- 
ment securities, to a point where 


it is obvious that many banks 
must now be more selective in 
making additional loans. Simi- 


larly, savings banks and insurance 
companies have found it necessary 
to sell U. S. governments against 
loan and investment commitments. 

In spite of these large scale op- 
erations, lending institutions on 
occasion were unabie to supply all 
potential borrowers and some siz- 
able offerings in the capital mar- 


ket were postponed or canceled. 
Just as bank lending rates 


moved upward on account of the 


strain on the money supply, so did 
prices in the government securi- 
ties market move downward. Be- 
cause of the pressure of bank 
selling, yields on governments in 
the short and intermediate ma- 
turity areas have gone up more 


than those on longer bonds. On 
occasion we have had a rather 


strange yield curve with two-year 
obligations yielding the same as 
seven-year bonds. The spread be- 
tween yield on long-term U. S. 
Government bonds and high-grade 
corporate securities widened as 
new Treasury financing was con- 
fined to short-term maturities 
while the supply of new long- 
term corporate issues continued at 
a high level. 
Success of “Thin” Market 

In the government securities 
market, the whole story of the 
“tight money” year was not just 
one of fluctuating rates. As we 
have indicated, commercial banks 
had to liquidate more than $5 bil- 
lion of government securities dur- 


ing the first six months of 1956 to 
accommodate their customers. In 
addition, insurance companies and 
savings banks were net sellers 
during the period. It was up to 
the government market to absorb 
these offerings and to redistribute 
them among other non-bank in- 
vestors. In performing this task, 
the Tieasury market went through 
some trying periods. It is a “thin” 
market today only if compared 
with that of the war and early 
postwar period. Your committee 
feels, however, that the success 
attained in performing this deli- 
cate task is significant evidence of 
the market’s continued ability to 
fulfill its important function in an 
orderly manner. 

The Treasury in 1956 shaped its 
financing operations to a market 
limited in scope by the expanded 
demand for credit and capital in 
the economy and the restrictive 
policies of the Federal Reserve 
System. 

During the year, the Treasury 
refunded over $31 billion of ma- 
turing marketable debt, exclusive 
of the regular weekly maturity of 
Treasury bills, and sold more than 
$6% billion of tax certificates and 
special issues of Treasury bills to 
meet seasonal cash requirements. 
Although these totals were siz- 
able, they were much smaller than 
they would have been, and re- 
quired fewer offerings, had not 
the Treasury achieved so much in 
the way of debt extension and 
consolidation of maturities in 
prior years. Similarly helpful was 
the cash surplus in the spring of 


1956 which permitted the Treas- 
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ury to pay off $8 billion of debt 
during the first six months. 


Increase in Short Terms 


Because commercial banks, in- 
surance companies and _ savings 
banks were net sellers of govern- 
ment securities, and also because 
the Federal Reserve System owned 
$19 billion of the maturing issues, 
the Treasury was forced to refund 
all but $2 billion of its $31 billion 
of 1956 maturities, into issues due 
in one year or less. These opera- 
tions boosted one-year marketable 
debt by about $9 billion to a total 
of $6112 billion, exclusive of tax 
anticipation borrowings which in 
the past have not been offered 
exchange privileges. 


Next Year’s Treasury Problems 


Looking ahead, the year 1957 
poses formidable problems in debt 
management for the Treasury. 
Ten different maturities, totaling 
over $40 billion, are expected to 
be refunded during the year. This 
is in addition to the refunding of 
the weekly cycle of Treasury bills 
(currently outstanding in the 
amount of $21 billion). In the 
first half of 1957, tax anticipation 
securities in the amount of some 
$642 billion are expected to be 
paid off. However, it will prob- 
ably be necessary for the Treas- 
ury to do additional seasonal 
borrowing during the second haif 
of the year. 

In analyzing the problem facing 
the Treasury next year, it is to be 
noted that corporations and the 
Federal Reserve System together 
own a large percentage of issues 
that will mature in 1957. The pol- 
icy of corporations to employ gov- 
ernment securities for tax accruals 
as well as for the temporary in- 


vestment of proceeds from the sale 
of their own securities, pretty much 
restricts their purchases of gov- 
ernments to the short-term mar- 
ket. On top of this, the Federal 
Reserve’s policy has been to ex- 
change its maturing governments 
into short issues. 

Unless new longer-term inves- 
tors can be found, the Treasury 
will have to place major emphasis 
on short-term refund:ng issues in 
1957. If all of next year’s maturi- 
ties are replaced with new issues 
due in one year or less, the one- 
year marketable debt would bal- 
loon from $6114 billion to over $70 
billion, plus seasonal borrowings. 
This would represent almost half 
of the Treasury’s marketable debt. 

Such a development would 
make future refundings larger and 
more frequent and would nullify 
part of the gains made in prior 
years in improving the _ debt 
structure. 

Better Demand and Supply 

Balance 


Even though the Treasury of 
necessity will have to tailor its 
1957 refunding operations to the 
demand of the market, it is im- 
portant, nevertheless, that im- 
provement of the debt structure 
shall remain constantly a major 
cbjective of debt management. If 
there is a falling off in the de- 
mand for money at banks and in 


the capital markets, there will 
again be opportunities to sell 


longer issues. Even now there are 
some indications that the economy 


is adjusting to a better balance 
between demand and_= supply 
factors. 

Nineteen fifty-seven can be a 


challenging yvear for our authori- 
ties charged with monetary, fiscal 
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and debt -management policies. 
Some of the questions asked in 
1956 may come up again, and new 
problems may have to be solved. 
Tensions in the Middle East and 
among Soviet Russia’s satellites 
in easvcern Europe could require a 
reappraisal of our national eco- 
nomic planning. It would be 
pointless of your Governmental 
Securities Committee to explore 
in detail the tremendous implica- 
tion of the new international 
crisis. Yet we must recognize thai 
the aggravation of tension is po- 
tentially a strong force for tap- 
ping the demand side of the capi- 
tal market and for fanning the 
inflationary fires. 


Emphasizes Sound Dollar 


Whatever the economic prob- 
lems turn out to be, confidence in 
the dollar is the cornerstone upon 
which they must be resolved. A 
sound dollar is an important fac- 
tor in our ability to increase the 
rate of savings, so necessary to 
finance the further growth of our 
economy and to successfully han- 
dle the problems of Treasury debt 
management. The ability to ac- 
celerace the rate of savings will 
be measured to a large degree by 
fiscal policy, which determines 

ow much the government will 
spend and what the tax rate will 
be. We recognize that in periods 
of international tension it is diffi- 
cult to consider military and for- 
eign aid appropriations from a 
viewpoint of economy. 

However, we cannot lose sight of 
the fact that government spending 
and taxes are a determining factor 
in our ability to save and that 
these savings are the key to our 
sound economic growth. 


* Respectfully submitted, 
THE GOVERNMENTAL 
SECURITIES COMMITTEE 
Emil J. Pattberg, Jr., Chairman 
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New York 
Robert B. Blyth 
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New York 
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Hardin H. Hawes 
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Chicago 
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San Francisco 
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Chicago 
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Two With F. I. du Pont 
(Special to THE FINANCIAL CHRONICLE) 
SAN FRANCISCO, Calif—Rob- 
ert J. Jensen has become affiliated 
with Francis I. du Pont & Co., 317 
Montgomery Street. 


Two With Dean Witter 


(Special to THE FINANCIAL CHRONICLE) 


SAN FRANCISCO, Calif.—Fred- 
erick I. Entwistle and Thomas F. 
Slack are with Dean Witter & Co., 
45 Montgomery Street, members 
of the New York and San Fran- 
cisco Stock Exchanges. 


With Sierra Corp. 


(Special to THE FINANCIAL CHRONICLE) 
DENVER, Colo.—Oliver K. Fry 
and John E. Reed have become 
affiliated with Sierra Corporation, 
Majestic Building. 


BROKERS IN 
STOCKS AND BONDS 


UNDERWRITERS AND DISTRIBUTORS 
OF 


CORPORATE AND MUN! 
SECURITIES 
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1857 BA Convention 
Meeling Dates 
Announced 


The 1957 Annual Convention 
of the Investment Bankers Asso- 
ciation of America will be held 
Dec. 1-6, 1957, at the Hollywood 
Beach Hotel, Hollywood, Fla. 

The Association has also an- 
nounced that the Spring Meeting 


35 


will be held at the Greenbrier, 
White Sulphur Springs, W. Va., 
May 8-11, 1957, and the Fall 


Meeting will be held Sept. 25-27, 
1957, at the Santa Barbara Bilt- 
more, Santa Barbara, Calif. 


Dean Witter Adds 


(Special to THE FINANCIAL CHRONICLE) 
SAN JOSE, Calif.—Belmont M. 
Reid is now connected with Dean 
Witter & Co., 34 North First St. 


Two With Allen Inv. 


(Special to THE FINANCIAL CHRONICLE) 
DENVER, Colo. — Edward T. 
Borda and Dora F. Hazelip have 
become connected with Allen In- 
vestment Company, Mile High 
Center. 


Two With Colo. Inv. 


(Special to THe FINANCIAL CHRONICLE) 
DENVER, Colo.—Glenn Noble 
and James C. Marks are now with 
Colorado Investment Co., Inc., 509 
Seventeenth Street. 


Joins Witter Staff 


(Special to THe FINANCIAL CHRONICLE) 
LOS ANGELES, Calif.—Theo- 
dore G. Congdon has become con- 
nected with Dean Witter & Co., 
632 South Spring Street. 
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Report of IBA Railroad Securities Committee 


Samuel B. Payne, Chairman of 
Railroad Securities Committee, 
and of Morgan Stanley & Co., sub- 
mitted the Annual Report of his 
committee to the 45th Annual Con- 
vention of the Investment Bankers 
Association of America, held at 
Hollywood, Fla. 


The text of the Report follows: 


On balance 1956 has been an- 
other relatively good year for the 
railroads. Gross operating reve- 
nues of Class I railroads will 
again exceed 
$10 billion, or 
an average of 
over $27 mil- 
lion for every 


day in the 
year. Net in- 
come probably 
will be close 
to the all-time 
high of $925 


million re- 
ported in 1955. 
Income tax 
deferrals’ re- 
sulting from 
amortization 
of defense 





Samuel 


B. Payne 
projects continue to contribute to 
tae relatively favorable reported 
earnings. 


Unfavorable factors in the rail- 
road picture have been well-pub- 
licized. Some of them have been 
referred to in previous reports of 
this committee. Out-moded regu- 
latory practices, competition from 
unregulated or losely regulated 
and directly or indirectly subsi- 
dized carriers, and higher wage 
and material costs are among the 
more important. 


Favorable Future Factors 


Today your committee would 
like to comment briefly on a few 
favorable factors for the future. 
In these troubled times it is well 
to recall a statement made earlier 
this year by General James A. 
Van Fleet (Ret.): “The railroads 
of the United States are a great 
basic military asset. They are as 
much a part of the military 
strength of the nation as our 
Army, Navy, Air Force and Ma- 
rines, because none of these great 
armed services could long operate 


Railroad Securities Committee, headed by Samuel B. Payne, reveals estimates 
made showing the industry should spend $20 billion in next decade for new 
equipment and facilities, and that probably little over half of this will come 
from depreciation and retained earnings. Seeks improved investors confidence 
in earnings and safety margin, and better railroad access to capital market in 


order to meet remaining capital balance. 


Hopes in next few years some new 


capital needs will be raised from equities. 


without the logistical support 
which railroads provide. No other 
form of transport, nor all other 
forms of transport combined, could 
take over the job of railroads, be- 
cause they all lack some of the in- 
herent characteristics on which 
the military value of railroads is 
based.” 

John W. Barriger in his recent 
book ‘‘Super-Railroads—For a Dy- 
namic American Economy” ex- 
presses it this way: “No other 
means of transportation can haul 
so much, so far, for such little ex- 
penditure of man-hours, of fuel 
and of capital.” In spite of this 
basic efficiency in the mass trans- 
portation of freight, the industry’s 
proportion of total inter-city ton 
miles, after rising from 62% in 
1940 to a World War II peak of 
72% in 1943, declined to 49.5% in 
1955. There are indications that 
the railways’ proportion may have 
hit rock bottom last year and that 
in the future they will be able to 
moderately increase their share of 
the country’s growing freight bus- 
iness. 

New Improvements 

A glance back at the past decade 
reveals the magnitude of change 
in railroading techniques. The 
diesel has almost fully supplanted 
the steam locomotive, bringing in 
addition to its flexibility, high 
power and low maintenance, a 
whole new approach to railroad 
operation. Long nonstop runs have 
produced faster, more reliable 
service and large expense reduc- 
tions. The installation of large, 
thoroughly modern yards have 
speeded up freight service by ma- 
terially reducing switching and 
terminal delays and have produced 


far reaching secondary effects, 
such as greater utilization of the 
freight car fleet. 

Installation of modern signal 
systems known in the industry as 
“CTC” and radio communication 
networks are contributing to fur- 
ther transformation of railroad 
operation. These systems provide 
direct contact between dispatcher 
and trains, enabling the traffic to 
be moved with a minimum of de- 
lays. The new signal systems have 
had the effect of almost doubling 
the capacity of main line tracks 
while practically eliminating traf- 
fic congestion. 

Many who acknowledge the ef- 
fectiveness of these improvements 
have difficulty discerning other 
new tools to continue the increased 
railroad earnings resulting from 
dieselization, ‘‘push buttor®’ yards 
and CTC signals. In our opinion 
there are more new tools on the 
horizon which are expected to 
contribute substantially to further 
growth in railroad earnings. 

Now in the process of standard- 
ization of procedures and initial 
installation are the latest praducts 
of electronic data processing and 
computing machinery. Initial ap- 
plications of these machines have 
only scratched the surface. There 
is hardly a phase of railroading 
which will not be profoundly af- 
fected by them. Not only will 
these machines replace many func- 
tions now performed by hand and 
repeated at many different points 
en route, but they will have the 
capacity to do the volume of de- 


tailed work required in making 
definitive traffic and revenue 
studies. 


Microwave radio control of sig- 
nal systems and actual train oper- 
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ation are in the experimental 
stage now. Their successful ap- 
plication may result in very sub- 
stantial savings. 

The development of “piggyback” 
operations, whereby truck trailers 
are transported on railroad flat 
cars, is putting traffic on the rails 
which formerly moved all high- 
way. The inherent flexibility of 
this combination is beginning to 
have an important beneficial ef- 
fect on railroad freight traffic and 
earnings, on terminal costs and 
congestion and on increased utili- 
zation of equipment. 

These are a few of the many ap- 
plications of modern engineering 
to railroading. One of the most 
significant things about the rail- 
road picture today is that it is ba- 
sically a changing industry in 
which the application of new tools 
and concepts is continuing at an 
impressive rate. 


A Challenge to Investors 


Looking ahead to the future the 
railroads offer a challenge and an 
opportunity to us in the invest- 
ment banking business. President 
James M. Symes of the Pennsyl- 
vania Railroad and other compe- 
tent students of the railroad in- 
dustry have stated that the rail- 
roads should spend $20 billion for 


new equipment and new facilities 
over the next ten years. Probably 
not much over half of this vast 
sum will be generated from de- 
preciation and retained earnings. 
To the extent that the balance is 
raised it will have to come from 
placement of new issues of debt 
and stock. Unfortunately many 
railroads will have only limited 
access to our capital markets un- 
less investor confidence is in- 
creased through sustained and 
more adequate earning power and 
margins of safety comparable to 
those found in other industries. 
Your committee feels that im- 
provement in two areas will con- 
tribute greatly to this restoration. 

In the light of today’s competi- 
tion within the industry, Congres- 
sional revision of the nation’s pol- 
icy and provisions for actually 


carrying it Out are necessary in 
the national interest. An effective 
national support of strong, com- 
petitive, private ownership and 
operation of tramgsportation must 
replace the outmoded policy now 
in force which places intolerable 
restraints on the system, particu- 
larly in its approach to rate regu- 
lation and accounting require- 
ments. 


New Equity Capital 

Adequate appraisal of today’s 
railroads is a most important re- 
sponsibility of our own, and your 
committee feels that there is much 
we, as investment bankers can and 
should do to adjust our yardsticks 
and general understanding for the 
benefit of both the industry and 
the investing public. It is not un- 
reasonable to hope that in the next 
few years the railroads again will 
raise permanent capital in the 
form of common stock for some 
portion of their new money re- 
quirements. 

In this report we have been dis- 
cussing the Class I railroads as a 
group. As investment bankers it 
is important for us to always re- 
member that this group comprises 
some 116 different railroads, some 
of which have done considerably 
better than average, others not as 
well. It might be worth your while 
to take a close look at the figures 
over the last five or ten years for 
some of the better situated and 
well-managed roads. Their record 
is impressive. 

Respectfully submitted, 
RAILROAD SECURITIES 
COMMITTEE 


Samuel B. Payne, Chairman 
Morgan Stanley & Co. 
New York 


Charles L. Bergmann 
R. W. Pressprich & Co. 
New York 


Henry C. Breck 
Tri-Continental Corporation 
New York 


John S. Loomis 
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Report of IBA Municipal Securities Committee 


William M. Adams, of Braun, 
Bosworth & Co., Detroit, Chair- 
man of the Municipal Securities 
Committee, submitted to the 45th 
Annual Convention of the Invest- 
ment Bankers Association of 
America, at Hollywood, Florida, 
the annual Committee Report, 
along with the appendices ai- 
tached to it. 


The text of the Report and the 
appendices follow: 


Although the tight money sup- 
ply and the resulting low munici- 
pal bond prices during most of 
the year have caused the post- 
ponement of a 
large volume 
of municipal 
financing, the 
amount of 
new issues of 
state and mu- 
nicipal securi- 
ties sold dur- 
ing the first 
10 months of 
this year has 
been large 
and indicates 
that the total 
volume for 
the year will 
be close to, or 
exceed, the volume for 1955. The 
volume for each of the past 10 
years is shown in Table I. 

The postponement of large 
amounts of municipal financing 
until next year and the apparent 
heavy demand for new financing 
reflected in approval of bond 
issues at the recent election indi- 
cate that next year may be a 


record year for volume of munici- 
pal financing. 

The increasing volume of mu- 
nicipal underwriting over the 
past 10 years reflects a growing 


Wm. M. Adams 





Municipal Securities Committee reveals municipals sold in first 10 months of 
this year totals $4,678,509,670; estimates this year’s total may exceed $5,- 
976,603,820 registered last year, and postponed 1956 transaction may make 
1957 a record year. The report discusses such topics as the impact of various 
recent Federal statutes and extension of metropolitan areas beyond city limits 
upon municipal financing. Offers reccmmendations dealing with such matters 
as college housing program, amortizing tax-exempt-bond premiums held by 
dealers, and making it possible for investment firms to purchase municipals 
and pass tax-exempt-income privileges to shareholders. 


demand for new facilities which 
has created some new problems 
and aggravated some old prob- 
lems in municipal financing. Ef- 


forts to remedy these problems 
constitute much of the work of 
this Committee, and some oft 


them are summarized below. 

(1) Legal and Mechanical Prob- 
lems; Nuisance Suits: Execu- 
tion of Public Securities 

We believe that much can be 
done to facilitate municipal fi- 
nancing and to minimize the cost 
of such financing by removing 


unnecessary legal obstacles and 
simplifying mechanical  proce- 
dures. As the volume of munici- 


pal underwriting increases, the 
importance of removing legal ob- 
stacles and_ simplifying  proce- 
dures will also increase. 

One of the principal legal 
problems has been litigation chal- 
lenging the validity of municipal 
bond issues. ‘Nuisance suits” 
have delayed municipal financing, 
increased the costs and caused 
disputes regarding the obligation 
of underwriters when such litiga- 
tion is pending or threatened. 

A model Law prepared by the 
IBA Liaison Committee of the 


TABLE I 


General Obligations 


Revenue Bonds Total 


1956 (1st 10 months) .......... $3,308,231,225 $1,370,278,445 $4,678,509 670 
ee 4,244,089 370 1,732,414,450 5,976,603 ,820 
ae ee 3,753 ,810,796 3,214,831,100 6,968, 641,896 
Bees (82 MONINS)........-2.--5.- 3,990,640,799 1,557 ,887 369 5,557 ,887 369 
BR 8 eee ee 2,937 966,967 1,463,350,500 4,401,317 ,467 
a a. eee 3,278, 153,053 730,095,200 3,278,153,053 
1950 (12 months).......... 3,033,680,965 599,923,200 3,693,694 165 
J Rog. Serer reer 2,312,471,799 632,953,250 2,995,425,049 
8 |: eee 2,440,230,349 549,501,600 2,989,751,949 
RS ok”) 1,968 080,762 385,690,800 2,353,771,562 
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Municipal Law Section of the 
American Bar Association would 
minimize the filing of ‘nuisance 
suits” by requiring that all suits 
relating to the validity of an is- 
sue of municipal bonds be deter- 
mined in ae single’ validation 
procecding. We believe adoption 
of this model law would do much 
to minimize the filing of nuisance 
suits while protecting the right 
to challenge the validity of an 
issue of municipal bonds. Efforts 
to obtain adoption of this model 
law should be assisted greatly by 
action of the American Bar As- 
sociation at its meeting in Dallas 
this year when it adopted the 
following resolution: 
“RESOLVED, that the American 
Bar Association recommends to 
state legislatures the enactment 
of legislation which will pro- 
vide in a judicial proceeding 
for the expeditious final adju- 
dication of all questions which 
may arise in connection with 
the validity of proposed state 
and mainicipal bond issues and 
which will.permit the consoli- 
dation of all suits affecting the 
validity of such securities.” 


Parts of the general problem 
of litigation are a number of in- 
cidents during recent years in- 
volving serious questions regard- 
ing the practice of requiring that, 
at the time of delivery of state 
and municipal bonds by the issuer 
to the purchasing dealers, there be 
furnished an unqualified approv- 
ing legal opinion and a non-liti- 
gation certificate. The Board of 
Governors of the Municipal Fo- 
rum of New York in May adopted 
a resolution recommending that, 
in order to standardize the prac- 
tice regarding non-litigation cer- 
tificates regarding municipal ob- 
ligations, (1) each notice of sale 
or purchase contract include a 
provision that there will be fur- 
nished by the issuer a non-litiga- 
tion certificate in specified form 
dated as of the date of delivery 
and payment of the bonds and (2) 
that such non-litigation certificate 
include a statement that ‘‘there is 
no litigation pending or, to the 
knowledge of the signers there- 
of, threatened affecting the val- 
idity of the bonds.” This propo- 
sal was considered by the Com- 
mittee at its meeting during the 
Spring Meeting of the IBA in 
May, and the proposal was 
referred to a special committee 
under the chairmanship of Mr. 
Cushman McGee (Pressprich Co., 
New York). The report of that 
special committee will, be pre- 
sented during the Annual Con- 
vention of the IBA. 


Another model law prepared by 
the IBA Liaison Committee of the 
Municipal Law Section of the 
American Bar Association would 
facilitate and simplify the execu- 
tion of public securities by au- 
thorizing the use of facsimile sig- 
natures in the execution of such 
signatures if at least one signa- 
ture required thereon is Manually 
subscribed. This model law has 
already been adopted, with some 
variations, in Alabama, Colorado, 
Louisiana and Texas. The Ameri- 
can Bar Association also endorsed 
adoption of this model law at its 
meeting this year when it adopted 
the following resolution: 


“RESOLVED, that the legislatures 
of the respective states be urged 
to adopt statutes which will au- 


thorize the execution of large 
public bond issues with fac- 
simile signatures and at least 
one manual signature.” 

This year we have supplied 


copies of both of these model laws 
to members of all IBA group mu- 
nicipal securities committees and 
group legislation committees, and 
we have urged them to attempt to 
obtain adoption of those model 
laws in their respective states. We 
have also attempted to enlist the 
support of other associations 
which have a vital interest in such 
matters. Copies of the two model 
laws referred to above are at- 
tached as Appendix A and Ap- 
pendix B. 


(2) Metropolitan Area Problems 


The shift of population from 
rural areas to cities and the spread 
oi population out of cities into the 
suburbs have created metropoli- 
tan areas which extend beyond 
city limits. These developments 
have created metropolitan area 
problems, including determination 


of (1) the appropriate govern- 
mental unit to furnish certain 
services, such as_ transportation, 


water, sewers, schools and police 
and fire protection, (2) the divi- 
sion of political authority among 
the various governmental units 
within the area and (3) the means 


of financing the services provided 
in the area. It appears that there 
is no single answer to these prob- 
lems, but that the solution in each 
metropolitan area must be tailored 
to the needs of that area. How- 
ever, there are many common fac- 
tors, and the problems can cer- 
tainly be resolved more simply 
through cooperation of various 
interested organizations and agen- 
cies. 

On April 29-May 2 a National 
Conference on Metropolitan Prob- 
lems was held at East Lansing, 
Michigan, to analyze some of these 
problems and to consider various 
alternative solutions. This con- 
ference was sponsored by the fol- 
lowing organizations: 

Council of State Governments 

National Municipal League 

Section of Municipal Law of 
the American Bar Association 

American Municipal Associa- 
tion 

Investment Bankers Associa- 
tion 

American Society of Planning 
Officials 

Tax Institute 

International City 
Association 

American Institute of Plan- 
ners 

Municipal Finance Officers 
Association of the U. S. and 
Canada 

Public Administration Clear- 
ing House 

Institute of Public Adminis- 
tration 

Governmental Affairs Insti- 
tute 

Governmental Research Asso- 
ciation 

Council of Metropolitan Re- 
gional Organizations 

Department of Political 
Science of Michigan State Uni- 
versity 

Government Affairs Founda- 
tion. 


The IBA was represented at this 
Conferenee by Mr. John S. Linen 
(Chairman of a special subcom- 
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. Thursday, December 13, 1956 


Report of IBA Public Utilities Securities Committee 


Harold H. Young, of Eastman, 
Dillon, Union Securities & Co., 
New York City, submitted the Re- 
port of the Public Utilities Securi- 
ties Committee, of which he was 
Chairman, to the 45th Annual 
Convention of the Investment 
Bankers Association of America, 
held at Hollywood, Fla. 


The text of the Report and ap- 
pendix follow: 

“he American economy contin- 
ues its forward march: although 
there may be slowings and turn- 
ings, no one can doubt that the 
future of this 
society is sure 
to encompass 
expanded in- 
vestment, 
greater mar- 
kets and high- 
er standards 
of living. In 
the public 
utility indus- 
try the factor 
of growth—in 
cemand, in ca- 
pacity and in 
investment 
needs —per- 
sists in sur- 
passing the rate of growth not only 
of our population and the Gross 
National Product, but also, 
suspect, of other 
as well. 

In Table I of this report, we 
present in capsule form the record 
of the recent past. Summarizing 
these statistics we note that in the 
electric utility industry, kilowatt- 
hour output of energy has doubled 
since 1949 and the pe- 
riod ended August shows an ad- 
vance of 13.7% over the preceding 
Similar period. Likewise at Aug. 
31, 1956, installed generating ca- 
pacity was recorded at 118,010,526 
kilowatts representing a 7.3% in- 
crease Over Aug. 31, 1955. Of even 
more direct interest to our profes- 
#£ion, new money raised from the 
public in the first 9 months of this 
year exceeded $1.1 billion on top 
of the enormous amounts of $1.3 
billion for the entire 1955 
and $1.7 billion for 1954. 

Peering into the 


Harold WM. ivy 


we 


most industries 


12-month 


year 


future, the 


Utilities Securities Report estimates construction and financing requirements 
for electric, gas and telephone industries; warns that insufficient private 
utility service will induce further public encroachment, and submits “Creeping 
Socialism” is scarcely halted; believes handling of rights-issues should be com- 
pensated; and examines suggestions to encourage freer flow of investor funds 


“Electrical World” in its Sept. 17, 
1956 issue makes the following 


Forecasts (in 


Millions of Dollars) 


funds into utilities. 


prognostications of expansion re- 
quirements: 


of Electric Construction 


Lequirements 


Year 
1956__ 
sy 
1958 
1959 
1960___ 
1965... . - 
1970___ 


Generation 

$1,493 
1,634 
2,208 
2,344 
2,423 
2,944 
4,237 


$619 
703 
8092 
864 
919 
1,261 
1,865 
Gas Industry 

A parallel expansion exists in 
the gas industry and brief statis- 
tics are shown in Table II ap- 
pended. This industry continues 
to add more than 800,000 new cus- 
tomers a year and now serves in 
excess of 29 million. The year 
955 saw revenues of nearly $5.3 
billion, an increase of 15.1% over 
1954, and for the 12 months ended 
June 30, 1956, recorded a new hign 
of $5.75 billion for an increase of 
17.3% over the comparable period 
last year. Construction expendi- 
tures in the gas distribution and 
transmission industry for the en- 
tire year 1956 are estimated at a 
new high of $1.6 billion by the 
American Gas Association. This is 
double the annual average of 
1946-50 and compares with re- 
ported expenditures of $1.3 billion 
in 1955 and $1.0 billion in 1954. 
The A.G.A. predicts a further ac- 
celeration in capital expenditures 
and estimates an avvresate of f54 
billion over the next three years. 
Financing in 1955 amounted to $1.4 
billion in new securities as com- 
pared with $2.4 billion in 1954. 

Telephone Industry 

The third utility, the telephone 
industry, likewise shows continu- 
ing growth. (See Table III.) At 
the end of 1955, there were 8,461,- 
000 telephones 
independent 


of the 
48,- 


service 
companies 


in 
and 
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Transmission 


Distribution 


$1,460 
1.584 
1,719 
1,865 
2,024 
3,045 
4.580 


Miscellaneous Total 
$210 

203 

220 

239 

259 

390 

586 


029,000 in the Bell System. This 
reflects a gain of 6.5% during tne 
year and 78% in the decade. Due 
in part to the problems of financ- 
ing modernization, there has been 
a further reduc.ion in the number 
of independents with 4,714 still 
operating on Dec. 31, 1955 as com- 
pared with 5,9£3 at the same date 
in 1946. 

Total investment in telephone 
plant was up $1.5 billion in the 
year and stood at $17.8 billion at 
vear-end. Operating revenues were 
¢6.0 bilfion for 1955, an increase 
of 10.8% over t-e preceding year. 
Jn the part of 406 reporting inde- 
pendents alone, financing last year 
amounted to $137 million. -Ameri- 
can Tel. & Tel. and its subsidiaries 
raised more than $1,200 miliion. 
No estimates oi future teleohone 
requirements come. readily to 
hand, but it can be imagined that 
little slackening will take place. 


Growing Utility Service Demand 

Without burdening our report 
further, we believe the point will 
be accepted that demands for util- 
ity service will continue to grow 
apace and needs for financing will 
prevail. Your committee has fol- 
lowed its policy of attempting to 
influence the development of a 
satisfactory investment climate for 
utility securities wherever an up- 
portunity has arisen. Closer con- 
tacts have been built up with util- 
ity managements, opinions have 
been expressed on legislation, reg- 
ulation and tax matters, and edu- 
eational activities have been pur- 
sued. In line with this poliey, the 
Committee sent letters to the Se- 
curities and Exchange Commis- 
sion, to the Governor of Indiana 
and the Publi- Service Conmis- 
sion, to the Industrial Develop- 
ment Fo. of Puerto Rico, to a rep- 
resentative group of public utility 
company managements and to the 
chairmen of the state vublic vtil- 
ity commissions. The purpose has, 
of course, been to become more 
vocative as representatives of the 
investment community and to use 
our influence for imvrovin7 the 
market for the utility securities so 
necessary to meet the sviraling 
capital demands of the utility in- 
dustry. As illustrative of our en- 
deavors, we append to this renort 
a copy of a letter sent to the Chair- 
men of the various State public 
utility commissions of the country 
recently. 

It goes without savine that 
should privately-owned utilities be 
unable to meet the demands for 
Service, the provonents of public 
power will have everv excuse to 
step into the vacuum. Despite four 
years of the present administra- 
tion, evidence of further encroach- 
ment of the State in the power 
field can be found. The Sertem- 
ber issue of the Guaranty Trust 
Comvbany of New York’s “Survev” 
pointed up this problem in detail. 
The writer renorts thet “in the 29 
years from 1933 to 1953, ‘nublic’ 
power increased from 6 to 20% of 


the country’s total output of elec- 
tric energy, and Federally pro- 
duced power alone rose from less 
than ™% of 1% to 13%, with a fur- 
ther rise to 16% in prospect by 
1960.’’ Let us show a few figures 
from the Federal Power Commis- 
sion’s Electric Power Statistics, as 
follows: 


Electric Production 


(million-kwh.) 
Private Public 
429,520 125,884 
370,970 100,716 
265,860 62,281 
180,926 41,560 
125,411 16,426 
86,108 5.003 
37,716 1,689 


Year 


1955 
1954 
1950 
1945 
1940 _ 
1930 
1920- 


“% Public 


23.0 
21.4 
18.9 


Creeping Socialism and Risinz 
Capital Costs 

We submit tnat “Creeping So- 
cialism” is scarcely halted and 
certainly in the field of electric 
power remains a severe threat to 
the private enterprise system. De- 
fault on the part of the investor- 
owned utility industry to expand 
because of inability to raise capi- 
tal can only encourage the public 
power advocates to step in. 


Of course, one of the cutstand- 
ing developments of the year just 
closed was the rise in the cost of 
capital, both borrowed money ani 
ecuity funds. This phenomenon is 
too well known to require detailed 
diceveccign hers byt as - matter of 
record we might detail just the 
luspact on the utility companies. 
At the end of October, 1955 Irving 
Trust Co. reported average yields 
of 3.11% for Triple A bonds, 3.16% 
for Double A and 3.27% for A 
bonds. The same averages one 
vear later, at the end of October, 
1956, were 3.€6% for Triple A 
bonds, 3.76% for Double A and 


ANC OL fay tha A '--- 


Trust Co. compilation giving yields 


on preferred stocks showed aver- 
age returns of 3.96% for the Group 
1 issues at the ena of October, 
1955, 4.06% for the Group 2 issues 
and 4.24% for Group 3 issues. At 
the end of October, 1956 the cor- 
responding yields were 4.42% tor 
Group 1 issues, 4.46% for Group 2 
issues and 4.69% for-Group 3 
issues. 

In late October, 1955 a broad 
group of common stocks included 
in a compilation put out monthly 
by C. A. Turner of Chicago had an 
average yield of 4.7% and the av- 
erage price -earnings ratio was 
15.4. The same compilation at the 
end of October, 1956 showed an 
average yield of 5.0% and an av- 
erage price-earnings ratio of 14.1. 


Many utility companies have 
proceeded with financing plans 
more or less irrespective of the 
prevailing markets. They follow 
the theory that with growth trends 
as at present they are faced with 
the necessity of raising money an- 
nually and, accordingly, pay what- 
ever they must each year as the 
time for financing rolls around. 
Some companies have shown more 
reluctance to face the situation 
and have tended to rely more on 
bank loans with the hope of doing 
permanent financing On a more 
favorable basis later on. We be- 
lieve there is much to be said for 
doing each year’s financing as the 
time comes, rather than to gamble 
on what the market may do at a 
later date. Some companies have 
altered financing plans to meet 
the existing situation and in at 
least some cases have abandoned 
Dlans to sell bonds in favor of sell- 
ing common stock with the feel- 
ing that the common financing: 
may be cone on a relatively more 
advantageous basis at present. 


New Demands by Investors 


Thus far, tre demand for utility 
common stocks has held up well 
hut we invite svecial attention to 
the appendix to this report, men- 
tioned earlier, in the form of a 
letter which our Committee sent 
to the Chairmen of the various 
public utility commissions. In this 
letter there is set forth a situation 
which we think requires very 
thoughtful consideration on the 
part of all peonle concerned. 
There is an increasing demand on 
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the part of investors for utility 
stocks which promise increases in 
per-share earn:nes and aivideads 
over a period of time. Straighi in- 
come, even of a good a.i0u..t, dues 
not hold the attraction tor iav-st- 
ors which it once offered. We 
commena this lever w tuc spe- 
cial attention of the readers of 
this report. 

The raising of equity money by 
utility companies some times takes 
the form of issuance of rights 
to stockholders. The handling of 
these rights by investment houses 
proves to be an expensive propo- 
sition. Some public utility com- 
panies have recognized this fact 
and have provided modest com- 
persation for dealers who are of 
assistance to the company in ob- 
taining the exercise of rights. This 
compensation is entirely apart 
from any commission which may 
be paid to underwriters for their 
function. 


Compensation for Rights’ 
Handling 

Our Committee is working on 
the problem of trying to get more 
utility companies to pay compen- 
sation for the handling of rights. 
We made a strong presentation of 
our case to the American Tele- 
phone & Telegraph Co. when we 
learned that they were going to 
issue rights this fall. Our efforts 
were unavailing but we think that 
dealers should become articulate 


in this matter and bring to the at- 
tention of tne officials of A.T.&T. 
the burden and expense involved 
in handling these rights and the 
justification for some fair com- 
pensation. 

We believe that only as our case 
is pressed aggressively is there any 
hope of getting our point across. 
We plan to make a presentation 
of our case to other utility com- 
panies in the next year. 

We wish to note one other phase 
of our committee activities in the 
year just closed. President Davis 
of the I.B.A. has stressed the de- 
Sirability of giving aid and en- 
couragement to the younger men 
in the business and getting them 
more familiar with the function 
and e«ec‘ivities of the Association. 
With this thought in mind he 
asked the committee to cooperate 
with groups representing these 
vounger men. The New York mem- 
bers Of our Committee have 
worked with the Public Utilities 
Conmittee of the Investment As- 
socintion of New York, a group of 
junio~ people in the New York 
investment houses. We _ believe 
that cooperation of this kind is 
highly desirable and hope that 
this type of liaison work can be 
further extended. 


Respectfully submitted, 


PUBLIC UTILITIES SECURITIES 
COMMITTEE 


TABLE I 
Electric Utility Industry 


Electric Product on 
(thous. kwh.) 


12 Months Ended 





Installed 
Cenerating Capacity 
at Period End. (kw.) 


Aug. W968 ...--... 589,452,837 118,010,526 
Auis> 1955 ~ 2.2 - 518,363,951 110,029,299 
92@0- 27964 2. sc. 471,686,354 102,592,410 
Dee. 194) 2. <-. 291,099,543 63,100,334 
Boece... 104) 2.5. 164,787,878 42 405.436 
Dec. 1929 _______- 92,180,273 29,339,459 
SOURCE: Electric Power Statistics, Federal Power Commission, 


SECURITIES SOLD (thousands of dollars) 


Leng-Term Debt 
I i oo vce 
Lubscription 
Privateiy 


Preferred Stock 
Purpticry. =~ 2 
Subscription_______-_- 
Privatety..... 252-3. 


Common Stock 


PRUpuery— oo <2i 2a ~ 
Swbscription.._.._.-- 


Total Financing_____~- 
Total New Money-_--- 





SOURCE: Ebasco Services, Inc. 


9) Mos. to 9/30/56 


$1,131,096 
$1,127,070 


§ Mos. to 9/30/55 


$661,500 $592,500 
59,779 37,737 
27,500 67,150 
$748,779 $697,387 
$134,255 $112,425 
32,836 23,243 
10,600 20,750 
$177,701 $156,418 


$63 362 
141,254 


$90,660 
140,440 


$1,084,905 
$952,407 
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Harold H. Young, Chairman 
Eastman Dillon, Union Secu- 
rities & Co., New York 
Clarence W. Bartow 
Drexel & Co., New York 


H. Theodore Birr, Jr. 
First’ California Company In- 
corporated, San Francisco 


Elwood PB. Boynton 
Haligarten & TCo., New York 

Carl C. Brown 
Laurence M. Marks & Co. 
New York 

William M. Cahn, Jr. 
Henry Herrman & Co. 
New York 

Edward J. Costigan, Jr. 
Edward D. Jones & Co. 
St. Louis 

Carl H. Doerge 


Wm. J. Mericka & Co., Inc. 
Cleveland 


E. Richard Drummond 
Pierce, White & Drummond, 
Inc., Bangor 


Thomas B. Gannett 
Hornblower & Weeks, Boston 


Edwin B. Horner 
Scott, Horner & Mason, Inc. 
Lynchburg 


James M. Howe 
Farwell, Chapman & Co. 
Chicago 

Thomas M. Johnson 
Johnson, Lane, Space and Co., 
Inc., Savannah 


Hudson B. Lemkau 
Morgan Stanley & Co. 
New York 

Milton F. Lewis 


A. G. Becker & Ceo., 
rated, New York 


Richard H. Martin 
Pacific Northwest Company 
Portland, Ore. 


Incorpo- 


TABLE II 
Gas Distribution and Pipelines 


Total 
Revenues 
12 Months Period 


aune 1956". 2... $5,750 
June 1965 _....... 4,901 
Hee. .1G5F — es 3,052 
ee; See ck 2,228 
1940-6 Avge. _____ 1,565 


(millions ) 


Construction 


Expenditures Custemers 
(milliens ) (thousands ) 
$1,628 E 29,190 

1,345 27,954 
1,055 27,528 
1,462 24,953 

799 22,267 


Forecast of Construction Expenditures 





- 1957—81,942 million; 1958—S1,745 million; 1959—$1,954 million. 
SOURCE: “Gas Facts’? and Quarterly Report American Gas Association. 
TABLE III 
Telephone Industry 
TELEPHONES INSTALLED (thousands) 

Year-End Independents Bell System 
| a ae orcs 8,461 48.029 
1954 + = ie 7,996 45.044 
1949_ Sen 6,086 34,776 
TeaG. este. 4,825 26,900 

OPERATING REVENUES (theusands of dollars) 

Year-End Independents Bell System 
ion le ee ln $596,030 $5,425,442 
1954___ ce eees 526,109 4,907,481 
pee >20 2 ae 286,572 2,970,690 
ie | | anneal 201,170 2,157,917 

PLANT. INVESTMENT (thousands of dollars) 

Year-End Independents Bell System 
ik ch os a oo $2,042,822 $15,799,247 
1954- __- 1,795,029 14,567,746 
1949_ bas 961,199 9,726,535 
Co  —aS 655,878 6,440,847 





SOURCE: Statistics of the Independent Telephone Industry— 
U. S. Independent Telephone Association. 
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Wallace M. McCurdy 
Thayer, Baker & Co. 
Philadelphia 

George L. Perin 
The First Boston Corporation 
New York 

William C. Porter 
Dittmar & Company Inc. 
San Antonio 

James M. Powell 
Boettcher and Company, 
Denver 


Albert E. Schwabacher, Jr. 
Schwabacher & Co. 
San Francisco 


G. Edward Slezak 
The Milwaukee Company 
Miiwaukee 


APPENDIX 
Copy of letter sent to Chairmen ec? 
Public Utility Commissions 
DEAR SIR: 


Our committee is vitally con- 
cerned with any matters affectin; 
the free flow of funds into the se- 
curities of public utility compa- 
nies. In this connection we have 
been observing a trend which may 
have some unfavorable implica- 
tions and we wish to bring it te 
your attention. 

We are finding that many in-. 
dividual investors are becoming 
apathetic about public utility com— 
mon stocks as vehicles of invest- 
ment. On the other hand, institu—- 
tional investors have been more 
important factors in the utility 
equity market. Before writing this 
leiter we took pains to susbtanti- 
ate our impressions by asking a 
long list of electric and gas com- 
panies to furnish us with figures 
as to changes in the composition 
of their stockholder list in recen® 
years. We obtained a gratifying 
response. Lack of uniformity im 
the tabulations and the period:+ 
covered make it impractical 
give any summary results but af 
ter studying the returns we cam 
say without hesitation that they 
reveal a definite and general (al- 
though not universal) trend to- 
ward lower percentages of total 
common stock ownership in the 
hands of individuals and a higher 
percentage in the hands of insti- 
tutions. 

This fact, in and of itself, might 
not seem to be a cause for alarm 
until we analyze the reasons for 
the decreasing interest on the part 


Continued on page 6¢ 
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... Thursday, December 13, 1956 


Report of IBA Special Industrial Securities Committee 


In calling attention to the in- 
novations made in the annual 
report of the formerly titled “In- 
dustrial Securities Committee,” 
to the Invest- 
ment Bankers 
Association of 
America, at 
its 45th An- 
nual Conven- 
tion, held at 
Hollywood, 
Fla., Edward 
Glassmeyver of 
Blyth & Co., 
New York 
City, pointed 
out that the 
word “spe- 
Ccisat was 
added and 
precedes the 
Committee's name, and past tradi- 
tion was discarded by a decision 
to make a study of an industry 
undergoing dynamic change and 
possessing general membership- 
interest. 

Chairman Glassmeyer observed 
that, “early this year, stimulated 
by our President, George Davis, 
we cast about for some way to 
make a different kind of a con- 
tribution to our membership. I 
need not remind you that in prior 
years the report of the Industrial 
Securities Committee consisted of 
a_ statistical summation of the 
year’s new issue activities and 
comments on the relative recep- 
tivity of the industrial bond and 
stock markets. 

“We decided we'd be different, 
we changed our name by the in- 
sertion of the word ‘special.’ After 
several meetings our committee 
concluded that we should present 
a Study of an industry to our 
membership. But what industry 
should we choose’? We wanted one 
that was in a stage of dynamic 
change and therefore, of timely 
interest; that had great promise 
for the future, and, most impor- 
tant, that would be of broad in- 
terest to our membership. It did 
not take our committee long to 
decide that the bituminous coal 
industry met all these require- 
ments. 

“Let me say that this 54-page 
report is truly a committee effort. 
Each heading was assigned to in- 
dividual members, although the 
report is presented as an anony- 
mous whole. We have attempted 


E. Glassmeyer, or. 


Committee’s conclusion of a bituminous coal near- and long-term bright future 
is based upon an analysis which includes: increasing demand from electric, 
steel, and exports; an assumption atomic power will not substantially com- 


pete with electric power growth in next twenty years; awareness of natural 
gas and petroleum products’ capture of a large share of the energy, heat and 
power market, and steps taken to improve coal’s competitive position against 
those two fuels; and likelihood coal chemicals will remain by-product process 
for many years. Report envisions investment need of $112 billion in new plant 
in next five years to meet mounting demand for new capacity; admits new 
financing problems persist despite spectacular productivity achieved; and be- 
lieves it “highly improbable that the industry will again: see excess capacity 
approach the 25% level at which operations generally become unprofitable.” 


to make this as original a study 
as we were able. By its nature, 
a good part of the material is fac- 
tual: or statistical, and to that 
extent our research fell back on 
recognized sources, but in large 
measure we have tried to express 
our own point of view. 


“We conclude that the bitumi- 
nous coal industry, long consid- 
ered a depressed industry, is un- 
dergoing a vigorous recovery, due 
in large part to increasing demand 
from electric utilities and the steel 
industry. We've even looked into 
the future. Whereas domestic 
consumption of coal in 1956 was 
approximately 440 million tons we 
estimate that by 1980 this will 
increase to approximately 750 
million tons. Overseas, the dy- 
nemic postwar recovery in west- 
ern Europe and its growing short- 
age of power to create energy has 
given the export market for coal 
a tremendous boost. In 1956 ap- 
proximately 60 million tons will 
be exported from the U. S.: we 
estimate that, in 1980, approxi- 
mately 125 million tons will be 
exported. From ae present level 
of production in the U. S. of 
approximately 500 million tons we 
estimate that, by 1980—less than 
25 years hence—the U.S. produc- 
tion will approximate 875 million 
tons, a 75% increase. At the same 
time our reserves of coal are 
practically inexhaustible. The 
present economically recoverable 
reserves total in excess of 200 bil- 
lion tons. 


“We have confined our report 
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to a coverage of the industry: and 
have purposely refrained from 
mentioning any specific companies 
within the industry. We wish to 
point out, however, that not all 
coal companies will share in this 
growth ahead, and mamy_ pro- 
ducers in this industry are faced 
with difficulties. It is the hope of 
our committee that our member- 
ship will read this report and, thus 
stimulated, that each of you will 
follow through with your own 
study of the relative merits of 
specific companies within the in- 
dustry—and 
cision as to those companies that 
will from what we 
conclude fabulous 


make your own de- 


benefit most 
will be a 
growth ahead.” 

Respectfully submitted, 


SPECIAL INDUSTRIAL 
SECURITIES 
COMMITTEE 

Edward Glassmeyer, Chairman 
Blyth & Co., Inc. 
New York 
P. Fred Fox 
P. F. Fox & Co., Inc, 
New York 
Madison Haythe 
Guaranty Trust 
New York 
New York 
Charles L. Hewitt 
Francis I. duPont & Co. 
New York 
Gilbert W. Kahn 
Kuhn, Loeb & Co. 
New York 
Samuel N. Kirkland 
Jenks, Kirkland, Grubbs & Keir 
Philadelphia 


Company of 


Thomas A. Larkin 
Goodbody & Co. 
New York 
Frank A. Petito 
Morgan Stanley & Co. 
New York 
Frank B. Reid 
Fulton, Reid & Co. 
Cleveland 
Julian A. Space 
Johnson, Lane, Space and Co., 
Inc. 
Savannah 
LeRoy A. Wilbur 
Stein Bros. & Boyce 
Baltimore 
Excerpts from 
report on “The 
Industry” follow: 


I 
An Analysis of the Domestic 
Market 

Since 1946 the character of the 
domestic market for coal has un- 
dergone a dramatic change. In 
this period, total domestic con- 
sumption declined from 500 mil- 
lion tons to 423 million tons. How- 
ever, electric utilities increased 
their demand from’ 69 million to 


the Committee’s 
Bituminous Coal 


140 million tons, or from 14% to 
330 of total consumption. Coal 
used in the production of coke, 
largely for steel mills, also in- 
creased in this period from 83 
million to 107 million tons, or 
from 17% to 25%. Consumption 
by Class I railways and for retail 
deliveries declined from 211 mil- 
lion to 69 million tons. Reference 
is made to Table I which sets 
forth the year by year breakdown 
of the markets for coal. 
Future Potential Markets 

Our analysis ef future domestic 
markets for bituminous coal will 
be broken down into the follow- 
ing market groups: electric power 
production, aluminum production, 
steel, railroads, retail deliveries, 
and industrial demand. 

Electric Power Production 

The most significant trend in 
coal consumption, both for the 
past and for the future, is the rise 
in electric utility consumption 
(Table II). This reflects not only 
the tremendous growth in the na- 
tion’s consumption of electric 
energy but also the increase in the 
percentage electricity that 
generated by steam boilers utiliz- 
ing coal as fuel. Both of these 
trends can be expected to con- 
tinue. 

Coal now produces more elec- 
tric energy than at any previous 


of is 


time in the past decade 
than all other energy sources 
combined, despite a steady de- 
cline in pounds required per kwh 
of power generated—and promises 
to increase its share as time goes 
on. The steady increase in the 
proportion of fuel-generated elec- 
tric power reflects the virtual ex- 
haustion of major hydroelectric 
installation possibilities except in 
the Far West. It is significant 
that the TVA has become the 
largest single commercial coal 
customer and that all its contem- 
plated expansion ‘will be steam 
powered. 

We note certain other factors’ 
which could well combine to ac-. 
celerate the trend toward increas- 
ing use of coal in the generation 
of electric power. Finding costs 
for oil have been rising steadily 
and eventually could be reflected 
in oil product prices. Natural gas 
prices, which nave been moving 
up steadily in the field, could 
register significant increases if 
Federal regulation is ultimately 
changed to permit such prices to 
seek their economic competitive 
level. The competitive pressure of 
natural gas as boiler fuel may 
also be alleviated as gas storage 
fields in Northern and Eastern 
areas are further developed, thus 
permitting equalization of pipe- 
line loads throughout the year 
without the necessity of selling 
“dump gas” during summer 
months or other off-peak periods. 

Various estimates have been 
made of future electric energy 
reguirements, all of which pro- 
ject the nation’s energy require- 
ments 20 years from now at two 
or three times present consump- 
tion. 

In arriving at our estimate of 
future electric utility coal de- 
mand, we have utilized a projec- 
tion of national kwh output made 
by the Federal Power Commis- 
sion and have assumed that (1) 
75% of the increase will come 
from coal-fired steam generators 

Continued on page 50 
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William C. (Decker) Jackson, 
Jr., of First Southwest Co., Dallas, 
Chairman of the Oil and Natural 
Gas Securities Committee, re- 
leased to the 45th Annual Conven- 
tion of the Investment Bankers 
Association of America, held at 
Hollywood, Fla., its Report cover- 
ing the industry for the current 
year. 


Excerpts from the Report follow: 

Your Committee was indeed 
fortunate in being able to obtain 
material and advice for this report 
from Mr. Rushton L. Ardrey, 
Senior Vice- 
President of 
the Republic 
National Bank 
of Dallas, in 
charge of 
their Oil De- 
partment, who 
has permitted 
us to incorpo- 
rate in this 
report his re- 
marks con- 
tainedina 
paper pre- 
sented to the 
Petroleum 
Conference on 
Economics and Valuation before 
the American Institute of Mining, 
Metallurgical, and Petroleum En- 
gineers, in Dallas, Texas, March 
29-30, 1956. We are deeply in- 
debted and grateful to Mr. Ardrey 
for his assistance and cooperation 
in this respect. 





WwW. C. Jackson, Jr. 


This report might more properly 
be titled “Application of the Bank 
Loan in the Oil Business,” since 
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Report of IBA Oil and Natural Gas Securities Committee 


Reporting no significant atomic energy developments in the past year occurred 
to competitively threaten the oil and gas industry, the Committee rendering 
its current analysis of this sector discusses recent financing methods avail- 
able to the industry; questions utility rate-base method’s applicability to gas, 
and warns we are failing to uncover natural gas sources rapidly enough; and 
believes Canada’s major oil problem is finding markets for rapidly increas- 
ing production, even though Suez crisis may stimulate Western Canadian 
crude oil sales, and reviews shifting gas-oil picture in Canada, including the 
tax law change removing Canadian act companies’ disadvantage vis-a-vis 


we are not considering the tech- 
niques of capital formation, or the 
normal investment bankers’ role 
of raising additional capital 
through sale of securities to the 
public. 

Conservation and proration 
practices arising from the discov- 


-ery of the East Texas Oil Field in 


the early 1930’s first precipitated 
the need for and the legitimacy of 
“oil payments” or “production 
loans.”’ Only in recent years has 
natural gas come to the fore, and, 
in general, the same pattern of 
lending is applicable to that phase 
of the industry. 

Added impetus to the use of 
“production loans” has_ resulted 
from the apparent inadequacy of 
the 27142% depletion allowance. 
This allowance was a compromise 
between the House and the Senate 
in 1926. It has been estimated that 
81% of exploratory wells are dry, 
and that 36% of all wells drilled 
are failures. Congress was not 
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unaware of the risks inherent in 
drilling and accordingly offered 
an incentive to the oil man toward 
the development of natural re- 
sources. This tax feature of the 
oil and gas industry has been a 
stimulus to the operator whose 
development program has ap- 
pealed for years to the construc- 
tive oil banker. Even so, it has 
become quite patent that tax pres- 
sure and the increasing cost of 
finding oil have precipitated a 
tendency, if not a necessity, for the 
independent operator to sell out. 
In many instances the capital 
gains provision is the wiser course 
to follow, particularly if further 
advantageous intangible drilling 
costs seem remote. Should the 
depletion allowance be reduced or 
eliminated reason dictates that 
this tendency would be greatly 
accentuated. 

Originaily oil operators ap- 
proached commercial banks di- 
rectly for production loans. Later, 
as more banks entered into the 
field of oil financing, they actively 
solicited this business. The invest- 
ment banker entered the picture 
through the placement of oil and 
gas loans, with one or more insti- 
tutions, where this appeared to be 
the wisest financial course. Let 
us now consider the various types 
of bank financing available. 


Loan Direct to the Oil or Gas 
Operator 

The first type is the usual and 
erstwhile loan direct to the oil or 
gas operator. We shall attempt to 
be neither technical nor statistical 
in this report. Suffice it to say 
that before advancing funds to an 
individual or corporation against 
oil production it is absolutely 
necessary that a field test be made 
of the wells, and in estimating 
primary reserves the three 
methods used are the volumetric, 
the decline curve, and a combina- 
tion of both. The decline curve is 
usually the most accurate for it 
is computed with experience from 
past production, as contrasted 
with entertaining necessarily a 
more cautious attitude toward the 
frequent whims and caprices of 
new or prorated production. Also, 
of course, a prerequisite is a reli- 
able title opinion, without which 
there is nothing to discuss. 

Once the proper engineering 
and legal opinions are at hand 
a decision is made as to the 
amount and terms of the loan. 
In reaching a conclusion, it is our 
opinion that the present worth of 
the property should be the pri- 
mary determinant. Present worth 
may be defined as the future net 
operating profit of the property 
discounted on a 5% table. As- 
sume, for the sake of discussion, 
that this figure be $1,000,000. 
While there is no thumb-rule ap- 
plicable to the loan amount, we 
have found it practicable, in gen- 
eral, to apply a safety factor of 
2 to 1. In other words, $500,000 
would be the usual loan against 
such collateral value. However, 
there is no sacredness in the 2 to 1 
ratio. An appreciably lower safety 
factor in the East Texas field 
could be more acceptable than a 
much higher one in some rela- 
tively new trend such as the Spra- 
berry. 


Estimated payouts and maturi- 
ties likewise play an important 
role in the financing of production 
loans to oil and gas customers. 
Somewhat as a common practice, 
commercial banks have been 
prone to conduct oil and gas lend- 
ing for their own account within a 
payout and maturity period of 
five years. With full cognizance 
of the aforementioned features of 
stability, it has been accepted that 
some long-lived production, de- 
spite depletion, could be worth 
in the open market virtually as 
much, say five years hence, as 
at present, presupposing neither 
change in allowable nor price. 
This engenders a rather progres- 
sive philosophy in the mind of the 
banker and longer maturities are 
not now uncommon. As for the 
loan, it could be conceivably more 
attractive creditwise on a 10-year 
payout than five, and insurance 
companies lend great assistance to 
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the industry in favoring the longer 
maturities. 

The final item of importance 
in this type of loan is the interest 
rate. While all sound businessmen 
must be unmindful of the cost of 
money, the very nature of the oil 
and gas business lends itself to the 
use of long-term if not rather 
constant credit. While attractive, 
indeed, to institutional lenders, 
the relatively high interest rates 
do not appear to be an objection- 
able cost to the borrower. A state- 
ment made recently quite epito- 
mizes the attitude of the inde- 
pendent operator—“If it is a ques- 
tion of %% on the interest rate, 
then the deal is no good.” 


The Oil Payment 


Searcity of cash and lack of 
credit conspired in the early 30’s 
to complicate the affairs of man, 
particularly in the development 
of the East Texas oil field. The 
lease owner was often fortunate 
to induce the contractor to accept 
a turn-key job for what became 
known as the “oil payment.” The 
Board of Tax Appeals has this to 
say concerning the oil payment: 
“It seems clear that the Supreme 
Court regards any oil payment 
right (a right to a specified sum 
of money payable only out of a 
specified percentage of oil or the 
proceeds received from the sale 
of such oil, if, as, and when pro- 
duced) as an economic interest 
in oil in place, the holder thereof 
being the owner of the share of 
gross income from _ production 
represented by the payments to 
him and being entitled to the 
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Report of IBA Investment Companies C 


At the 45th Annual Convention 
sf the Investment Bankers Asso- 
-iation of America, at Hollywood, 

lorida, William A. Parker, Chair- 


an of The Parker Corporation, 
Goston. Mass., on Nov. 27 released 
the report, “Answers to Possible 


ATisconceptions about the Mutual 
Mund Industry,’ on behalf of the 
¥avestment Companies Committee, 
»f which he is Chairman. 

The text the 


of 2eport follows: 


The SEC’s Proposed Statement of 
Policy Revisions 


(1) Question: What is the in- 
“ustry’s answer to the SEC’s 


scent proposed revisions to State- 
-nent of Policy? 

Answer: The industry quarrels 

‘ith many of the Commission’s 
» roposals, but there is one funda- 

ental misconception of the Com- 

ission’s duties which affects all 
whe members of the Investment 

ankers Association and not just 

1e investment companies. 

The Commission’s proposals 

suld be the most far-reaching 
attempt oy tne 
SEC to go be- 
yond the law 


which it is 
charged with 


enforcing into 
the realm of 
preventing the 
disclosure of 
certain infor- 
mation even 
though such 
intormation be 
accurate and 
presented in 
such a manner 
as not to be 
misteading. In 
her words, the Commission 
seems to be saying that it does 
“ot believe prospective investors 
should have certain information, 
sven though this information be 
svecurate and even though it be 
» ot, per se, misleading. We be- 
‘eve that the Securities Acts are 
<clisclosure statutes and that the 
Commission and its staff have no 
-ight to impose upon the invest- 
snent industry their own personal 
views of what is good for the in- 
vestor to know and what is bad. 
From the hearings that have 
woken place and from discussions 
with the SEC staff by members 
f our industry, it is apparent that 
whe proposed ruling to outlaw the 
showing of investment results 
teased upon acceptance of capital 
gains distributions in additional 
shares —and similarly results of 
systematic investment programs 
lpased on reinvestment of income 
and acceptance of gains in addi- 
uicnal shares— was motivated at 
least in part by the thought that 
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Fund industry answers timely questions concerning SEC’s proposed Statement 

of Policy revisions, possibility of large-scale liquidaticn during bear markets, 

sales charges, investment plans, types of fund buyers, impact of MIP, ard fund 

distribution by Stock Exchange houses. Scores Commission’s proposals as far- 
reaching attempt by the SEC to go keyond the law. 


past results looked so good that 
investors might be misled into 
thinking similar results would be 
obtained in the future. If, how- 
ever (from the Commission’s pa- 
ternalistic point of view) one 
could prevent showing the results 
of accepting capital gains distri- 
butions in additional shares and 
the reinvestment of dividends, 
then the demonstration of past 
results would not be quite so 
harmful to the investor. 

What will be the effect? When 
a prospective investor asks of the 


XYZ investment company what 
the past results would have been 


had he purchased $5,000 worth of 
shares and accepied all of his 
‘apital gains distributions in addi- 
tional shares, under the Commis- 
sion’s proposals, you would, in 
effect be required to reply to this 
custemer that you can’t give him 
this information because such in- 
formation is misieading even 
though it is true that he can ac- 
cept such capital gains distribu- 
tions in additional shares. For his 
own good you withhold this in- 
formation from him! 

In effect the Cemmission’s pro- 
pesals are purportedly attempting 
to protect the investor from 
himself. 

If carried to its logical concl- 
sion, adoption of the proposals 
could conceivably be the first step 
toward some sort of notion that 
the Federal Government should 
pass on the merits of securities. 
After all, if you are going to try to 
protect an investor from his own 
mistakes, perhaps thesimplest way 
is to permit him to buy oiity ihose 
securities endorsed by the Com- 
mission. This notion was dis- 
cussed when.the 1933 Act was 
being drafted and it was rejected. 
The theory of the draftsmen was 
that if you give the public honest, 
fair and accurate disclosure, it is 
intelligent enough to make up its 
own mind as to what it wished 
to do. This, also, is the view,. | 
believe, of the present Commis- 


sioners. However, the danger is 
not that they belicve at this -no- 


ment in passage ot a Federal law 
which rules on the merits of secu- 
rities, but this idea may be im- 
planted in certain areas facilitai- 
ing at some future time che 
transition from disclosure laws to 
those passing upen the merits of 
any and all securities. 
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The Bear Market Bugaboo 


(2) Question: Will mutual funds 
be forced to unload large blocks 
of stock in periods of rapidly fall- 
ing stock prices? 

Answer: This question has been 
asked by critics of the mutual 
fund industry following every 
market break since 1937 and has 
been studied by experts. Two very 
extensive studies were made, one 
following the market break at the 
end of June in 1950 at the out- 
break of the Korean War. and 
again for the January 1955 break. 
Both studies proved that during 
the periods of both breaks mutual 
fund purchases of portfolio secu- 
rities substantialiy exceeded sales. 

Testimony in 1940 before the 
Senate Banking and Currency 
Committee included the following: 
“There is nothing in the 16-year 

record ot the open-end trusts 
that gives the siightest reason 
for tue nemuef that ‘runs’ oii 
them would take place. There 
were no such runs in 1929 or 
the early “Thirties during the 
heaviest security liquidations 
that ever occurred in this 
country. There were no such 
runs during the violent market 
decline of 1937. Tne shares ol 
an open-end company are nor. 
a bank deposit. It is conceivabive 
that all the depositors of a banix 
might decide at the same tine 
that it was wise tor them tc 
withdraw their funds. Bui it is 
inconceivable that all the ho'd- 
ers of an open-end trust would 
simultaneously decide to lqui- 
date their investment. The very 
market action that would caus 
some holdeis to liquidave would 
cause otners to hoid or increase 
their investment.” 

In every year for which data 
is available, sales of new muiuui 
iund snaies ave exceeded re- 
demptions, providing net addi- 
tional cash tor investment. Even 
in periods—esvecially. in periods 
of general market liquidation 
the mutual funds have had new 
money available for purchase ol 
portiolio securities and have been 
Luyeis on balance. 

Supporting figures for 1927- 
1936 were compiied by the SEC: 
from 1940 to date, compiled bs 
the NAIC. 


The “Load” 


(3) Question: How do mutual 
funas Jusiiuy the sales charge of 
9 to 854%? 

Answer: In essence, the sales 
charge is a distribution cost. It is 
the charge the consumer—the in- 
vestor—is willing to pay to have 
brought within his reach a de- 
Sirable commodity — securities - 
on What for him is the only rea- 
sonable and practicable basis. Just 
as eggs become accessible to mos! 
of us only when taken from the 


henhouse, candled, arranged on 
maiket shelves in carefully de- 
signed boxes labeled brown or 


white, large, medium or small, se 
to many investors stocks become 
availabie only as packaged by the 
mutual fund industry. This de- 
livered package gives the inves- 
tor (1) a number of stocks care- 
fully screened to meet his par- 
ticular needs; (2) access to an 
established management for whose 
exclusive services he could not 
afford to pay by himself; and (3) 
diversification tu spread risk at a 
lower cost than if he picked his 
own stocks. 

The Wiesenberger 1956 edition 
shows that if $2,250, the size of 
the average muiual fund 


pur- 


| 


chase, were divided among 20 
stocks of the same price, the ac- 
curate charge for purchase and 
sale would be about 12%. The 
large investor who normally buys 
in round lots has available to him 
discounts on volume purchases 
which result in a lowering of the 
sales charge to amounts ranging 
from 4% to 1% depending upon 
the size of the purchase. 

But obviously no investor, large 
or small, would pay a distribution 
cost, large or small, unless he felt 
1esults would justify the expendi- 
ture. As has been wisely said, 
you never know what soinetnins 
costs you until you sell it. 
“Forbes” magazine recently stated 
in an independent review of the 
funds (July 1, 1956 issue): “Over 


any long’ period, the amount of 
the (sales charge) is probably 
much less important than the 


skill of management. If manage- 
ment brings home the bacon, then 
the (sales charge) no longer 
looks so forbidding. If manage- 
cannot produce, then the 
fund is expensive even if its serv- 
ices are given away.” Had man- 
azement been unable to produce 
the last several years, the 

would no_ longer in 


ment 


aver 


funds be 
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ommiuttee 


business let alone 
the tastest growing 
the economy. 


being one 
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The Place of Investment Plans 

(4) Question: Statistics given 
out by your industry indicate a 
tremendous number of investment 


pians being created. Is there a 
sniftt from the investor who nor- 
mally purchases $5,000, $10,000, 


$20,000 and even $100,000 of in- 
vestm.ent company shares to the 
investor who is interested in sav- 
ing say $50 a month? 

Answer: While it is true that 
an unusual number of investment 
plans are being created, the en- 
tire volume in the industry has 
increased so that there has been 
no change from the type of indi- 
vidual that will buy outright. It 
is interesting to note the figures 
supplied by many mutual funds 
indicating the large number of 
sales in excess of $25,000 in the 
industry. It is not uncommon 
amecng funds to have in excess of 
20% of their total sales repre- 
sented by sales in excess of $25,- 
000. A young salesman who con- 
fines his prospecting to men his 
own age will probably find that 
his average sale is small and that 
there is a tendency to have more 
interest in cumulative programs. 
An older and experienced sales- 
man normally will make larger 
sales even though he may not be 
a better salesman because he is 
calling on older prospects. The 
difference lies in the “purchasing 
power” of the older prospects. 
Many securities salesmen believe 
it is easier to make a large sale 
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than a small sale. The large in- 
vestor is usually a more intelli- 
gent investor, accustomed to con- 
sidering the facts, then making a 
decision. 


Breakdown Classification of 
Fund Buyers 
(5) Question: Are there any 
figures showing the type of buyer 
of mutual fund shares? 
Answer: Yes, the NAIC made a 
study in 1955. This study showed 
some interesting figures. The gen- 


eral facts are that 67.6% of all 
regular accounts are owned by 
men and 32.4% by women. It fur- 


ther showed that 4.4% were indi- 


viduals under 30 years of age: 
11.7%, 30-39 years; 21%, 40-49 
years; 24.4%, 50-59 years; and 


38.5%, 60 and over. As one would 
expect, percentage varied in age 
groups of those purchasing under 
cumulative programs. 62.5% of 
the owners of cumulative pro- 
Zrams were in the 30-49 age 
bracket. 


Impact of MIP 

(6) Question: Has the intro- 
duction by the New York Stock 
Exchange of its Monthly Invest- 
nrent Programs affected the sale 
of investment company shares ad- 
versely? 

Answer: The New York Stock 
Exchange program has been a big 
help in the sale of mutual funds. 
It has served to focus attention on 
this method of investment and to 


extol its merits with the result 
that both the Stock Exchange 


Monthly Investment Programs and 
Fund Programs have _ benefited. 
While the two have a basic dif- 
ference, they both serve useful 
purposes and therefore comple- 
ment each other. The industry 
welcomes the MIP program and 


-——- 
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has cooperated in the promotion 
of the broadening of the “invest 
in America” theme. 

(7) Question: How widespread 
is the use of investment compa- 
nies by New York Stock Ex- 
change houses in their retail ef- 
forts? 

Answer: Checks with three ma- 
jor distributors of investment 
companies prove that after elimi- 
nation of floor brokers, odd-lot 
dealers and_ specialized invest- 
ment houses which do not deal in 
general securities, at least 80% 
ana up to 95% of New York 
Stock Exchange houses offer in- 
vestment company shares. 


Respectfully submitted, 


THE INVESTMENT COMPANIES 
COMMITTEE 
William A. Parker, Chairman 
The Parker Corporation, Boston 
Edward S. Amazeen 
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Boston 


Herbert R. Anderson 
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rated, New York 
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Roy W. Doolittle 
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Charles F. Eaton, Jr. 
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Boston 

John F. Egan 
First California Company In- 
corporated, San Francisco 

Paul A. Just 
Television Shares Management 
Corporation, Chicago 
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Burns Elected Head of 
Naticnal Bureau of 
Economic Research 


Nation’s outgoing economic chief 

returns to association with re- 

search organization. Haberler is 
elected Chairman. 


Dr. Artkur F. Burns, who re- 
signed on Dec. 1 as Chairman of 
the President’s Council of Eco- 
nemic Advisers, has been elecied 
President of 
the National 
Bureau of 
Economic Re- 
search. Gott- 
fried Haber- 
ler, Professor 
of Economics 
at Harvard 
University, 
has been 
elected Chair- 
man of the 
Board. 

In making 
the announce- 
ment, Harry 
Scherman, 
Chairman of the Book-of-the- 
Month Club, and outgoing Chair- 
man of the Board of the National 
Bureau, pointed out that Dr. Burns 
was returning to a type of work 
to which he had long been de- 
voted. “He was director of re- 
search at the National Bureau for 
seven years before going to Wash- 
ington,” said Mr. Scherman, “and 
prior to that, for 18 years worked 
closely with Dr. Wesley Mitchell, 
who was director of research from 
the inception of the National Bu- 
reau. Before leaving the National 
Bureau in 1953, Dr. Burns was 
zlso Professor of Economics at 
Columbia University. He is re- 
turning to his university profes- 
sorship as well as to the National 
Bureau. 

“The call to Washington, four 
years ago, interrupted a _ large 
project that Dr. Burns was then 
engaged upon, in the general field 
of business cycles and economic 
stability. Actually, of course, the 
interruption was very much in the 
public interest. In his post as 
Chairman of the Council of Eco- 
nomic Advisers, Dr. Burns was 
able to apply the extraordinarily 
wide knowledge he had acquired 
at the National Bureau to impor- 
tant problems of national eco- 
nomic policy. But we are happy 
to have him return to his basic 
scientific research. 

“We have elected him as Presi- 
dent to enable him to pursue his 
studies of economic change and to 
embark on important new studies 
of economic policy for stabiliza- 
tion and growth. At the same time 
he will work closely with our 
present Director of Research, Dr. 
Solomon Fabricant, on general re- 
search policy guiding the other 
widespread areas of research on 
which our staff is constaniiy en- 
gaged.” 
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LOS ANGELES, Calif. 
Reid and Ben A. Rubin have 
come affiliated with Francis I. 
du Pont & Co., 677 South Figueroa 
Street. Mr. Reid was formerly 
Dempsey-Tegeler & Co. 
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Two With Hill, Richards 


(Special to THe FrnaNncraL CHRONICLE) 

LOS ANGELES, Calif.—Fred H. 
Massey and Billy M. Montgomery 
are with Hill, Richards & Co., 621 
South Spring Street, members of 
the Los Angeles Stock Exchange. 
Mr. Massey was previously with 
Morgan & Co. 


With Hincks Bros. 


(Special to THe FINANCIAL CHRONICLE) 


(2539) 43 


Joins Laird, Bissell 


(Special to THe FINANCIAL CHRONICLE) 


NEW HAVEN, Conn.—Albert E. 
Carnevale is with Laird, Bissell 
& Meeds, 44 Whitney Avenue. 


Two With D. B. Fisher 

DETROIT, Mich.—Fred L. Davis 
and Robert Denner have joined 
the staff of D. B. Fisher Company, 








WATERBURY, Conn. — Louis Buhl Building, members of the 
Mayette has become associated Detroit Stock Exchange. Both 
with Hincks Bros. & Co., Inc., were formerly with B. C. Mor- 
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Report of IBA Nuclear Industry Committee 


Under the Chairmanship of 
William S. Hughes of Wagenseller 
& Durst, Inc., Los Angeles, the 
Nuclear Industry Committee com- 
piled and presented their report 
to the 45th Annual Convention of 
the Investment Bankers Associa- 
tion of America, held at Holly- 
wood, Fla. 

The text of the Report follows: 

Foreword 

This is the Nuclear Industry 
Committee’s third report. In the 
very brief period since the Com- 
mittee’s formation, the investment 
con £2573 
which will 
govern the 
commercial 
development 
of atomic en- 
ergy have 
emerged from 
a haze of con- 
jecture into 
an atmosphere 
wherein it is 
possible to 
discern the 
outlines of 
logical and 
feasible pat- 
terns within 
which our business may partici- 
pate fully in the assured growth 
of a nuclear economy. 

At the time of our first report 
an unhealthy speculation in 
uranium stocks pre-empted the 
investor’s interest. Last year at 
this time the: exceptional success 
of the Geneva Conference seemed 
to promise a rapid development ot 
nuclear power on an international 
scale, and introduced the exciting 
possibility of controlled thermo- 
nuclear energy. 

The events of the past year have 
been less dramatic but of a more 
substantial nature, The magazine 
*“Nucleonics” in reporting on the 
Third Annual Meeting of the 
Atomic Industrial Forum in Sep- 
tember commented on two signifi- 
cant trends: A mood of realism 
in facing problems in contrast to 
the unbounded and sometimes un- 
founded enthusiasm evidenced at 
earlier meetings, and the progress 


William S. riughes 


Nuclear Committee suggests refocusing investment banking vision from the 
trees of nuclear industry to the forest of the nuclear economy, in view of 
nuclear energy becoming not only a growing industry but a new “economic 
prime mover.” Report discusses such topics as: projected capital require- 
ments for next 10 years; positive accomplishments to date and investment 
banking backing of three new companies active in nuclear industry; modify- 
ing Public Utility Holding Co. Act; and developing profit prospects for rare 
metals. Objects to Gore Bill for its potential involvement of AEC into public 
power controversy, and impairment of AEC’s primary mission. 


being made abroad, with constant 
reference to reactor sales just 
made by United States firms, or 
in the process of negotiation— 
“for the first time, most of the 
talk was on what was being done 
not what was planned, desired, 
hoped for.” 
It is of some 
a few of these 
plishments. 

The United States has built a 
total of 82 atomic reactors of all 
types and sizes and 127 more are 
already under construction or in 
the planning stage. Of the total of 
209, more than one-third are 
power producing types. The 
strictly civilian. power program 
now embraces 30 reactors, 18 of 
which will provide commercial 
power. These 18 plants, represent- 
ing an investment of over $650 
miltion, will go into operation be- 
tween 1957 and 1962 and provide 
a total generating capability of 
1,200,000 kw. Significantly, six of 
the 18 plants representing a total 
investment of some $200 million 
will be built by industry without 
dependence on government for 
any direct subsidy. The first of 
the civilian power plants, at Ship- 
pingport, Pa., will go into opera- 
tion in 1957. Serving the Pitts- 
burgh area with from 60,000 to 
100,000 kw., this will be the first 
large scale nuclear power plant 
for civilian use exclusively in the 
United States. 

In the international field the 
United States Government has 
negotiated research reactor agree- 


or 
interest to detail 
positive accom- 


ments with 37 nations to promote 
civilian use of atomic energy: in 
connection with these agreements 
the government is supplying en- 
riched uranium and is prepared to 
grant up to $350,000 for each such 
reactor. These nations, however, 
are becoming increasingly inter- 
ested in power reactor agree- 
ments. As of June of this vear, 
negotiations on power reactor 
agreements had been completed 
with seven nations and were pro- 
ceeding with four more nations. 

Industry, through its applica- 
tions of radiation is realizing esti- 
mated savings of $250 million an- 
nually; this is exclusive of addi- 
tional large savings accruing to 
agriculture and, of course, gives 
no consideration to the incalcula- 
ble benefits inherent in applica- 
tion to medicine and_ better 
nutrition. 

Despite this evidence of tan- 
gible accomplishment a body of 
opinion has been built up that 
regards the program as_ inade- 
quate. A forceful demonstration 
of this attitude found expression 
in the philosophy underlying the 
Gore Bill introduced in the last 
session of Congress and defeated 
by the narrowest of margins. 
The Gore Bill and Its Implications 

to the Public Utility Industry 

This bill has been the subject 
of much controversy. For quite 
a few months past, the members 
of the Joint Congressional Com- 
mittee on Atomic Energy have 
been somewhat apprehensive 
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about the pace of atomic power 
development in the United States. 
The feeling has been and still is 
that more atomic power is needed 
if this country is to retain its 
present leadership in the world. 
This apprehension is also shared 
by a segment of private industry. 
On the other side of the ledger, as 
was evident during the hearings 
which were held in May on the 
first draft of the highly publicized 
Gore Bill, there were witnesses 
who stated that the United States 
could maintain its leadership un- 
der the existing program and that 
there was no need to expand the 
present program. 

Those who recommended the 
accelerated program were no 
doubt influenced by the fact that, 
in spite of our lead in atomic 
power technology in this country, 
the United Kingdom and Russia 
are making faster’ strides’ in 
achieving actual operation of 
prototype and commercial atomic 
power plants. Commercial power 
in England was inaugurated in 
October of this year with the dual 
purpose (energy and plutonium) 
plant at Calder Hall. The British 
goal is two million kw. by 1965. 
The Soviet Union has a more 
ambitious program. The Russians 
claim that they will have between 
2 and 2.5 million kw. by 1960, 
with considerable capacity coming 
into operation in late 1958. This 
is more than twice what our pres- 
ent program calls for. 

While we are not engaged in a 
kilowatt race with the rest of the 
world, and while quality may be 
more important than quantity, 
this cannot be dismissed lightly. 
It would seem that Russia also has 
a program that calls for not only 
more nuclear capacity but one 
which also is well diversified in 
terms of reactor prototypes. 


One basic objection to the Gore 
Bill which, perhaps, has received 
too little attention, is the potential 
involvement of the Atomic Energy 
Commission in the public power 
controversy. For sometime to 
come the operating costs of a 
nuclear power plant will, neces- 


sarily, be determined by judgment 
as to the value or expense of by- 
products. If the AEC is placed in 
the position of establishing whole- 
sale prices for nuclear generated 
power, it would seem inevitable 
that the basis of its charges will 
come under attack by the sup- 
porters of both public and private 
power. Such controversy can be- 
come so vitriolic as to over- 
shadow the more important ac- 
tivities of the AEC and impair, 
seriously, the effectiveness of that 
organization in its primary mis- 
sion of maintaining the leadership 
of the United States in the ad- 
vancement of nuclear’ research 
and development. 

This uneasiness over the prog- 
ress of U. S. nuclear power de- 
velopment manifested itself when 
the Joint Committee discussed the 
new Gore Bill last June. This bill, 
entitled “Atomic Power Accelera- 
tion Amendment of 1956,” was a 
revision of the previous Gore 
Bill on which hearings were held 
in May. 

The original Gore Bill, because 
of the preference clause in the 
Atomic Energy Act of 1954, would 
have made it possible for public 
power groups to buy preferen- 
tially the power that would be 
produced in such reactors. The 
new bill largely would have 
eliminated this by providing that 
the plants be constructed at sites 
of major production facilities 
operated by or on behalf of the 
Commission. It also provided that 
the electric energy produced 
would be used by the Commission 
in connection with the operation 
of such production facilities. 

The new Gore Bill also would 
have eliminated the original 
arbitrary requirement that six 
plants be built. Instead, it would 
have authorized and directed the 
Commission to proceed with the 
construction of large-scale proto- 
type power reactor demonstration 
facilities to demonstrate the prac- 
tical value of such facilities for 
the generation of electric energy 
in industrial or commercial 
quantities. 

The bill called for _ reactor 
designs which would involve, in 
concept and approach, significant 
and promising advances in reac- 
tor technology. and indicated that 
each such plant was not to exceed 
a capacity of 50,000 kilowatts of 
electricity. 

One feature of the Gore Bill 
which deserved special commen- 
dation, and which aroused no 
criticism, called for reactor as- 
sistance to other countries in the 
design, construction and opera- 
tion of power reactors. 

Finally, the bill would have 
granted authority to Congress to 
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appropriate $400 million for the 
AEC for expenditures as needed 
in forthcoming years. 

The vote on the new bill in the 
Joint Committee was 14-to-0 in 
favor. Four Republican members 
of the 18-man committee re- 
frained from voting. The Power 
Reactor Bill was defeated in the 
House after having passed the 
Senate. 


Public Power Motivation 

As Willis Gale, Chairman of the 
Commonwealth Edison Company, 
stated before the Atomic Indus- 
trial Forum meeting on Sept. 26, 
1956, some of the advocates of the 
building of government-owned 
reactors were perhaps motivated 
by the desire to further public 
power. Mr. Gale added that on the 
other hand, certain of them were 
motivated by the sincere belief 
that it would be in the national 
interest to accelerate our atomic 
power program beyond the ability 
or willingness of private industry 
to take all the risks. His wise sug- 
gestion was that if Congress be- 
lieves that the public interest re- 
quires the program be accelerated. 
then Congress should declare so 
as a matter of policy, specifying 
the extent of the expansion and 
that the necessary funds be av- 
propriated. Mr. Gale suggested 
that as a compromise the number 
of government dollars spent for 
public power and private power 
be in proportion to the present 
amount of public power as com- 
pared with the present amount 
of private power. 

A favorable development took 
place on October 5 of this year 
with the formation of the Caro- 
lina-Virginia Nuclear Power As- 
sociates. Inc., a non-profit cor- 
poration for the development of 
atomic power in the area served 
by four utilities operating in the 
Carolinas and Virginia. Such co- 
operative action will undoubtedly 
strengthen the position of private 
utilities when the subject of a 
further expansion of our nuclear 
capacity is taken up by the next 
Congress. 

Representative Melvin Price 
recently indicated that he would 
introduce a bill, early in the next 
session, having as title I: “The 
Indemnity Proposal,” and II: “The 
Accelerated Governmental Reac- 
tor Program.” It is his view that 
the Joint Committee favors and 
will continue to favor maximum 
private participation in the atomic 
power program as provided for in 
the 1954 Act and that the Commit- 
tee’s chief concern is how best to 
insure rapid progress of the pro- 
gram. 

It now 


appears a compromise 
may be reached in the next ses- 
sion of Congress and an acceler- 
ated reactor program may be de- 
veloped that will probably include 


‘ 
| 


some form of government help to 
private industry. 


Third-Party Liability Insurance 

Although experience gained in 
reactor operation up to the pres- 
ent time strongly suggests that 
reactors can be made completely 
safe and will not endanger the 
communities they serve, there is 
the possibility, however remote, 
that gaseous and other fission 
products could be released by a 
run-away reactor over the coun- 
tryside beyond the immediate 
vicinity of a nuclear plant. The 
only accident of this sort, at 
Chalk River, Canada, entailed no 
contamination of off-site property 
Or personal injury. 

It is significant that in the 12 
years of reactor operation the 
AEC has compiled a remarkable 
safety record. During that period 
25 nuclear reactors have’ been 
safely operated in AEC facilities 
(actually by private contractors) 
for a total of 607,000 hours (or 
almost 70 years per a single re- 
actor), with no accidents involv- 
ing contamination of off-site 
property or radiation injury suf- 
ficiently serious to cause lost time 
to personnel. 

Senator Clinton P. Anderson, 
Chairman of the Joint Congres- 
sional Committee on Atomic En- 
ergy, submitted a bill that would 
permit the Federal Government 
to indemnify reactor builders and 
operators to the extent of $500 
million above the amount of 
third-party liability available 
from private sources. The 84th 
Congress adjourned on July 27 
without passing the bill. It re- 
mains the fervent hope of private 
and public industry that this bill 
will be passed early in the next 
session of Congress. Fortunately, 
this delay will not be of major 
consequence since no private re- 
actor is scheduled te start operat- 
ing this year. Fortunately, too, the 
utility companies have maintained 
confidence that such a bill will 
be passed and they have not been 
deterred in their plans to continue 
to move ahead. 


Modification or Amendment of 
the Public Utility Holding 
Company Act of 1935 
At a time when atomic power 
is not yet competitive, many utili- 
ties have pooled their resources 
for a given project and have cre- 
ated nonprofit organizations to 
build and operate a nuclear reac- 
tor and generate electric power. 
The Potter-Pastors Bill was 
submitted to Congress to amend 
the Public Utility Holding Com- 
pany Act of 1935 by exempting 
automatically from the Act any 
such non-profit organization 
which generates electric power 
solely from a facility licensed by 
the AEC under the Atomic En- 
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ergy Act. This bill also was not 
passed by Congress. 
In July, however, the SEC 


modified its rule to exclude from 
the category of “electric utility 
company” any non-profit research 
and development company own- 
ing or operating a nuclear reactor 
producing heat or steam only. 
This exemption is not automatic 
and requires the filing of an ap- 
plication. The SEC feels that this 
measure goes probably as far as 
the present need requires. It ap- 


pears to cover the case of tne 
Power Reactor Development 
Company of Detroit. It still ap- 


pears, however, that the Holding 
Company Act of 1935 will have to 
be modified so as to exclude gen- 
erating facilities as well. 


Financial Developments 

With very few exceptions the 
efforts of the investment banking 
business in directing capital into 
nuclear energy fields (other than 
uranium ventures) have been of a 
secondary nature. They have con- 
sisted largely of participation in 
the formation and public distri- 
bution of investment companies 
organized for the specific purpose 
of investing in established com- 
panies active in some field asso- 
ciated with the development of 
nuclear energy. One constructive 
result of these activities which 
should be of increasing impor- 
tance in the future has been to 
give both the investment dealer 
and the investment public an ele- 
mentary education in industrial 
atoimics. 

To our knowledge at least three 
new companies active in the nu- 
clear industry, have received 
equity capital backing from sev- 
eral of the large, well known 
investment banking firms. The 
private placement approach is nec- 
essary due to the speculative na- 
ture of these companies, but at 
some ituture date their hoped-for 
growth and success may receive 
public financing. 

For some time to come indus- 
trial atomic energy wili continue 
to depend to a major degree upon 
Government guidance and spon- 
sorship and Government-financed 
research and development. How- 
ever, as an increasing variety of 
nuclear applications become com- 
mercially established the cumula- 
tive experience will enable indus- 


try, at first gradually but with an 
increasing rapidity, to tree itseli 
from this dependence and to es- 
tablish long-term expansion pro- 
grams with some degree of accu- 
racy. During the initial period 
only the most tentative estimates 
can be made of the capital re- 
quirements to support the growth 
of non-government atomics, and 
they should be regarded only as 
orders of magnitude rather than 
financial forecasts. 


Projected Capital Requirements 

One such attempt has been 
made by the Atomic Industria! 
Forum in a projection confined to 
the nuclear reactor field for the 
period 1955-1965; this applied to 
the capital cost of reactor plants 
and related research and develop- 
ment, exclusive of nuclear fuels, 
for electric power stations, small 
power units and naval and air- 
craft power. This forecast indi- 
cated a range of cumulative new 
capital investment of $3. billion 
minimum to $7.5 billion maxi- 
mum over the ten year period. 
It seems very likely that the max- 
imum figure will prove to be the 
closer to reality in view of the 
indicated acceleration of nuclear 
installations by the public utilit, 
industry and the very promisin 
outlook for nuclear powered ship: 
including merchant vessels and 
tankers. 

Some portion of the required 
capital will certainly be obtained 
by new financing on the part ol 


private industry. The _ figures, 
however, have another = signifi- 


cance for the investment business 
because their magnitude assures a 
large-scale development in the 
relatively near future of relatea 
enterprises in the fields of chem- 
ical processing, feed materials. 
radioisotopes, instruments and 
control appliances and other serv- 
ice and auxiliary business which 
are certain to require substantial 
amounts of both debt and equity 
capital from the public. 

To date the great preponder- 
ance of capital going into nuclear 
research and development by cor- 
porations has been provided from 
internal sources. Most companies 
have established subsidiaries or 
specialized divisions and financed 
their activities by absorbing the 
costs as an operating expense or 
through advances from treasury 
funds. Any needed new capital 
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incident to such operations is fi- 
nanced as part of the general ex- 
pansion program of the company. 

In the public utility field two 
large systems are. constructing 
reactor plants entirely at their 
own expense without direct Gov- 
ernment aid or subsidy. The nu- 
clear facilities will be part of the 
generating systems, ana the gen- 
eral credit of the companies is 
being used in obtaining tinancing. 

Several utility and _ industrial 
companies have pooled their re- 
sources and formed  non-protit 
corporations to construct and op- 
erate reactors. Part of tne con- 
struction funds are covered 
through grants from the control- 
ling companies; these grants are 
intended to cover the excess of 
cost of a nuclear plant over a con- 
ventional plant of comparable 
capability. The Regulatory Com- 
missions and Income Tax Author- 
ities have agreed to permit tnese 
grants to be written off over a 
five-year period so that a part 
of this cost is provided by the 
utility customer and through tax 
savings. The balance of construc- 
tion costs, which may be consid- 
ered as the equivalent to the in- 
vestment that would have been 
needed for a conventional plant, 
is then financed in the usual man- 
ner through the sale of bonds and 
equity securities 

Industrial facilities for the pro- 
duction of zirconium and beryl- 
lium are being expanded exten- 
sively on the basis of five-year 
contracts signed with the Atomic 
Energy Commission. Here, we are 
dealing with contracts covering 
volume and price for a sufficient 
period to make possible short- 
term private financing, and, in- 
deed, in some cases equity financ- 
ing as was recently done to fi- 
nance a beryllium and zirconium 
contract awarded to two rela- 
tively small companies. 

The opportunities for financing 
on the basis of longer term con- 
tracts may be greater than is su- 
perficially apparent. The AEC, as 
a basic policy, encourages such 
arrangements. For example, 
Charles G. Manly, Chief, Com- 
mercial Development Branch, Di- 
vision of Civilian Application, 
United States Atomic Energy 
Commission, remarked to the 
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Report of IBA Canadian Committee 


The Canadian Committee, under 
he chairmanship of David K. 
Baldwin of Nesbitt, Thomson and 
Sompany, Ltd., Montreal, sub- 
mitted the Group’s Report to the 
45th Annual Convention of the 
[Investment 3Zankers Association 
ff America, held at Hollywood, 
“Jorida. 

The text of the Report follows: 

In terms of the size of her pop- 
ilation, Canada, with only 16,- 
900,000 people, is a very small 
‘ountry indeed. Her population 
‘omprises less 
chantwo- 

-hirds of 1% 

»f the world’s 

population of 

2% billions. 

Oespite this, 
however, Can- 
ada ranks 
sixth among 
vhe industrial 
nations of the 
vorid and 
“ourth among 
he trading 
vations of the 
vorld. Can- 
ida’s rate of 
economic growth 
markably high in 
years. Last year 
fourth Annual 
‘Sanadian 
cliffe, 
he 


David K. Baldwin 


been re- 
postwar 

Forty- 
the 


tat- 


has 
the 

at our 

Convention, 


Chairman, Harry 
highlighted his 
characteristics 


in report 
the 
srowth of the Canadian economy, 
ind the that 


growth possible. 


main of 


discussed factors 


iave made this 


Canadian Committee Chairman subm‘ts Report indicating high Canadian 
domestic savings welcomes capital in-flow for they are not sufficient nor prop- 
erly distributed to meet large need for venture capital funds. Committee 
reviews Canadian money market development, and assist received from invest- 


ment dealers and Government tax dividend credit provision. 


Probes role of 


U. S. capital in meeting Canadian trade deficit with U. S. A. 


Year’s Growth Exceeds 
Expectations 

During the last 12 months, Can- 
dda’s economic advance has ex- 
ceeded all expectations. This has 
been the result largely of an uh- 
precedented level of capital ex- 
penditures involving a program 
projected at 28% above last year’s 
record capital program. All sec- 
tors, provinces and almost all in- 
dustries have been participating 
in this expansion. The Gross Na- 
tional Product at annual rates for 
the first six months of this year 
was almost 12% above that for the 
first half of 1955. From all pres- 
ent indications, the year 1957 will 
be one of continued expansion in 
Canada with a capital program as 
large and perhaps larger than that 
of this year. 

Such vigorous growth as the 
Canadian economy has been ex- 
periencing must inevitably be ac- 
companied by major problems 
related the 
growth. It is proposed in this re- 
port to deal with the way 
which Canada’s economic growth 
financed 


to financing of such 


in 


has been from domestic 
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savings and from imports of cani- 
tal funds, and to discuss brieflv 
some of the problems that- have 
arisen in the course of this fi- 
nancing. 


Must Supplement High Domestic 
Savings 

Canada’s economic expansion is 
resulting in a greater demand for 
capital funds to finance such ex- 
pansion than can be financed from 
domestic savings. It is necessary, 
therefore, to import savings from 
other countries, and, as you are 
aware, the largest proportion of 
these imported savings has origi- 
nated in the United States, while 
relatively smaller amounts have 
originated in Great Britain, Switz- 
erland and other European coun- 
tries. 

Canada’s domestic savings have 
nevertheless been at a very high 
level in recent years, and in total 
amount have been sufficient to 
finance all but a fairly small pro- 
portion of Canadian capital re- 
quirements. However, some part 
of Canadian savings are invested 
abroad, with the result that in re- 
cent years domestic savings re- 
maining in Canada have been 
sufficient to finance but 75% of 
her capital requirements, while 
the remaining 25% has been fi- 
nanced from savings brought in 
from other countries. 


One of Canada’s problems inso- 
far as her domestic savings is con- 
cerned has to do with the pattern 
of these savings in relation to the 
pattern of the demand for capital 
funds. By the “pattern of savings” 
in this instance is meant the pro- 
porticnate amount of total savings 
that exists in the form of personal 
savings, corporation savings, and 
government savings, and further, 
the proportionate amount of such 
personal savings that is held by 
insurance and trust companies and 
other financial institutions. 

The pattern of Canadian savings 
is that which one might expect 
from an economy at a fairly hi¢h 
stage of develooment insofar as its 
political, social and financial in- 
stitutions are concerned, for it is 
these factors that influence the 
distribution of wealth and set the 
the pattern for both incomes and 
savings. It is probable that the 
pattern of savings in Canada is not 
too unlike the pattern of savings 
in the United States. 

Venture Capital Needed 

In examining the demand for 
capital funds in Canada, however, 
a different pattern emerges, for 
the productive side of Canada’s 
economic activity is weighted to a 
fairly large extent by the devel- 
opment of natural resources and 
the launching of new industries. 
Such developmental activities re- 
quire a large amount of venture 
or risk capital, more, in fact, than 
is available in the pattern of 
Canadian savings. 

Thus, the situation exists that 
although Canada’s glomestic savyv- 
ings in total amount have been 
almost-sufficient to meet the vol- 
ume of capital funds required, the 
proportion of such savings avail- 
able for venture purposes’ has 
been far from sufficient to meet 
the demand for venture capital 
funds. Canadians, therefore, have 
found it necessary to import a 
great deal of venture capital, while 
at the same time they have ex- 
ported some portion of their own 
savings to other countries in the 


form of direct investments, 
ernment loans, etc. 


gov- 


U. S. Capital Is Welcomed 

It has probably come to your 
notice in the last few years that 
some concern has been expressed 
in Canada regarding the volume 
and extent of United States in- 
vestments in Canada. This con- 
cern, I would like to point out, is 
by no means felt by all Canadians, 
but rather by a relatively few who 
have received perhaps more pub- 
licity than was warranted. I am 
confident that I speak for the ma- 
jority of Canadians when I say 
that we have been very glad to 
have United States investment 
flunds in Canada in the past, and 
will continue to welcome them in 
the future, for we know that these 
investment funds come into Can- 
ada to work with us in the pro- 
duction of new wealth. 

Even though we 
the inflow of capital funds from 
outside of our country, we still 
realize, however, that such funds 
should not replace the funds that 
are available from within Canada, 
but rather should supplement 
them. For this reason, it is recog- 
nized that Canadians should en- 
deavor to make more efficient use 


do welcome 


of their own savings even though 
it may mean a conscious effort to 
modify somewhat the present pat- 
tern of such savings, for only 
when Canadian savings are being 
used as effectively as is possible, 
is Canada fully justified in wel- 
coming funds from outside her 
borders. 


Developing Money Market 


I would like to mention briefly 
a number of the steps that have 
been taken in Canada during the 
last several years towards the 
more effective use of the savings 
generated within Canada. One of 
the most important of such steps 
has been the development of the 
Canadian money market, which 
has resulted in the more efficient 
use of short-term funds. A num- 
ber of selected Investment Deal- 
ers, now numbering 12, has played 
a key part in the development of 
this market mainly through the 
establishment of an active sec- 
ondary market for Government of 
Canada treasury bills. Also im- 
portant in the development of the 
money market has been the estab- 
lishment by the chartered banks 
of day-to-day loans which have 
provided the investment dealers 
in the money market with a ready 
source of call money at reason- 
able rates. 

The volume of treasury bills in 
Canada has increased from $650,- 
600,000 at the end of 1953 to the 
present total of approximately 
$1,665,000,000. While less than 
four years ago, treasury bills were 
purchased almost solely by the 
banking system, today a 
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Report of IBA State Legislation Committee 


Chairman Gilbert H. Csgood, 
(Blunt Ellis & Simmons, Chicago, 
submitted State Legislation Com- 
mittee report and ay)penaic.s al 
the 45th Annual Conven ion 


OL 
the Investment Bankers Assoc a- 
tion of America, held at Holly- 


wood, Fla. 


The text and the appendices of 
the Report follow: 

There have been several d2vel- 
opments during the past year 
which will be of major im»or- 
tance in the work of the Con- 
mittee during the next sev.ral 
years. 

I 
Uniform State Securities Act 


The final draft of the proposed 
uniform siate securities act pre- 
pared unaer 
the Harvard 
Law School 
Study of Siaie 
S‘ecurities 
Regulation 
was adopted 
with a few 
changes in 
August by tie 
Na.iozal Cun- 
ference of 
Commission- 
ers On Uni- 
form, State 
Laws and was 
approved by 
the America: 
Bar Association. The rew uni- 
form act was also subsequ2nt y 
approved in principle by the Na- 





Gilbert H. Osgocd 


tional Association of Securities 
Adminisirators at its aural 
meeting. 

The new uniform act is d2- 


signed in three separate parts em- 

bodying three separate types of 

regulation, plus a tourta par. con- 
taining general provisions: 

Part I: Covers fraudulent 
certain prohibited 

Part II: Covers the 
of broker-deaiers, agents and 
investment advisors. 

Part HII: Covers the 
ef securities. 

Part IV: Includes general pro- 
visions covering defin:t ors, ex- 
emptions, adminis‘ration, en- 
forcement, criminal  penalites 
and civil liabilities. 

Thus, a state can adopt any one 
or more of the three typ_s of reg- 
ulation in Parts I, II and Ii, plus 
the applicable general provis.oifs 
in Part IV. 

It should particularly be noted 
that Part III covering the re-is- 
tration of securities prov:des 
three separate types of rezis.ra- 
tion for securities. Registration 
by “notification” affords a simple 
streamlined procedure for regis- 
tering securities of seasoned comn- 


and 
pracvices. 
reg stration 


registra ion 


panies which meet a_e specified 
earnings requirement. te-is.ra- 
tion by “coordination” prov.des 


a special procedure for regis ra- 
tion of securities which are rezis- 
tered under the Federal Securicies 
Act of 1933, and this state rezis- 
tration for such securities would 
become effective automatically at 
the time that Federal registra- 


Con:mittee Report urges group legislative committee to give consideration to 

adoption in their respective states of proposed model and uniform laws, and 

to report back to IBA Council instances of amendments to ‘or adoptions of 

IBA-recommended state securities acts. The Committee statement discusses 

such d2velopments as final d:aft of the proposed uniform ‘state securities act; 

and views on investment clubs and variable annuities by Committzes of 
the National Association of Securities Administrators. 


tion becomes effective if specified 
conditions are met. 

The Administrator of the acl 
would be given broad authority to 
deny or revoke regis:ration of 
dealers, agents end securities and 
to impose ceriain conditions up n 
registration of certain types of 
securiues. Lhe act autiOisces tue 
Adminis.rator to impose a few 
reyuirenients which are not gen- 
erally required under pres nt 
S.iaie securities acts. 

In any state where adoption of 
the new uniform securities act Is 
considered, we urge that the mod- 
ified arait prepared by tne iBA 


be used because the modiiied 
draft clarifies and makes more 


specific ceriain provisions of the 
act without impairing the um- 
form proeedures unde: it or the 
basic requirements in it. 


II 


State Securities Acts 
Amendments 

A complete new securities aci 
was adop:ed in Virginia, to e- 
come effective Jan. 1, 1957. Tae 
original draft of the new Virginia 
Securities Act, included as part 
of a complete new Virginia Cor- 
poration Code, contained a num- 
ber of objectionable provisions. A 
committee of Virginia dealers met 
with the drafting committee, and 
all of the principal objectionable 
provisions were eliminated. Mem- 
bers of the committee of dealers 
were Joseoh Muldowney (Scott 
and Stringfellow, Ricnmondad), 
Chairman; Edward C. Anders n 
(Anderson & Strudwick, Rich- 
mond): Walter W. Craigie (F. W. 
Craicie & Co., Richmond); John 
C. Hagan, Jr. (Mason-Hagan, Inc., 
Richmond); Edwin B. Horner 
(Scott, Horner & Mason, Inc., 
Lynchburg); Roderick D. Moore 
(Branch. Cabell & Co., Rich- 
mond); James H. Scott (Scott & 
Stringfellow, Richmond), aad 
James E. Gallaner (Gallaher & 
Co., Ine., Richmond). We com- 
mend the members of the com- 
mittce fur their successful work. 

In New York a bill embody:.ng 
several important amenaments to 
the New York Securities Law 
passed te Legislature but was 
veioed by the Governor. 


Ill 
“Variable Annuities” 

We have described the generai 
nature of so-called “variable an- 
nuities” in previous reports. At 
the last Annual Convention of the 
IBA the Board of Governors 
recommended that the Association 
and its members take appropri- 


ate action to assure that (1) “vari- 
abre annuities” are subjected to 
the same regulatory requ_remenis 
as other securities under Federal 
and state securities acts; and (2) 
“varlaoie aunullies’ and other se- 
curities be given like treatment 
under the tax laws. 

On March 1, 1956, at the re- 
quest of officials in the Trtasury 
Lepartmeni, representatives of 
the IBA met with officials of the 
‘Lreasury Department to discuss 
the taxation of “variable annuity 
companies. A memorandum was 
submitted to the Treasury Le- 
partment pointing out (1) what 
“variable annuities” are, (2) tne 
position of the IBA with respect 
to “variable annuities,’. (3) tne 
tax snelier which would be cre- 
aved if companies issuing ‘vari- 
able annuities” were taxed as in- 
surance companies, and (4) why 


companies issuing “variable ao- 

nuities’ should not be taxed as 

insurance companies. 
Immediately following the 


Spriny Meeting, IBA Pres dent 
George Lavis on May 23 sent io 
ali members of the IBA copies of 
the memorandum prepared by 
IBA Counsel regarding regulation 


of ‘variable annuities.” ‘hal 
memorandum concluded that, 
“variable annuities” are ‘“secu- 


rities” subject to the Federal Se- 
curities Act of 1933. 

On June 19 the SEC anno:inced 
that it nad filed a complaint in 
the U. S. District Court for 
District of Columbia to eajoin tie 
Variable Annuity Lile insuran e 
Co.. of America; Inc. (“VALIC’’) 
from violating the registration 
provisions of the Securities Act of 
1933 and the Investment Company 
Act of 1940 in connection with 
the sale of contracts described as 
“variable annuity contracts.’ The 
complaint alleges that the com- 
pany’s contract constitutes an in- 
vestment contract and a certili- 
cate of interest or participation in 
a profit-sharing agreement within 
the definition of the term ‘‘secu- 
rity” contained in the Securit es 
Act of 1933 and that the offer and 
sale of such contracts is subject to 
the registration provisions of that 
Act. Another allegation cof the 
complaint is that the company, o1 
jin the alternative the funds which 
it administers, is primarily en- 
gaged in the business of invesi- 


ing, reinvesting and trading in se- 
curities within the definition of 
an “investment company” con- 


tained in the Investment Company 


Act of 1940 and that the com- 
pany, or the funds administered 
by it, is subject to the registra- 
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the — 


tion provisions of that Act. 
hearing on 
probably be 
months. 

In Connecticut, the Insurance 
Commissioner and the Banking 
Commissioner (who adminiscers 
the state securities act) applied to 
the Hartford County Supreme 
Court for a temporary injunction 
restraining the American Life In- 


A 
the complaint will 
held within a few 


surance Association of Bridge- 
port from selling “variable e€n- 
cdowment” contracts which the 


company proposed to sell. Under 
a stipulation this case has been 
taken directly to the Connecticut 
Supreme Court of Errors and it 
appears probable that the case 
will not be heard before De- 
cember. 

On June 22 the 
fenate Committee on Business 
Affairs held hearings on bills, 
which had previously passed tne 
New Jersey Assembly, to author- 
ize the issuance and sale of vari- 
able annuity contracts by insur- 
ance companies in New Jersey. 
Counsel for the IBA testified at 
these hearings and urged that the 
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— in satisfying the requirements of member 


keeping of securities, and seven experienced 


bills not be passed unless (1) suich 
contracts are subjected to. the: 
Same regulatory requirement a:: 
other securities under Federal anc 
Siate securities acts for the pro 

tection of investors and (2) such 
contracts are not given unfairly 
favorable tax advantages. The 
New Jersey Legislature continue: 
in session this fall, but no fux 

ther action had been taken at th-- 
time this report was prepared. 


Position of N.A.S.A. 


The Executive Committee ec 
the National Association of Securi 
ties Administrators (the admir 
istrators of the state securitie: 
acts) this year reaffirmed th : 
resolution which it adopted las<« 
year regarding variable annuitie:, 
as follows: 

“The Executive Committee c- 
the National Association of Secu- 
rities Administrators, assemble } 
in New York on May 11, 1955, 
after considering proposed legis 
lation which would permit th 
issuance and sale of variable an 
nuities by insurance companies, i:: 
of the opinion that the absence o- 
legal safeguards provided by Fed 
eral and state statutes could prov.) 
to be very detrimental to th. 
investing public. This conclusio: 
is arrived at by reason of th. 
basic similarity of the variabl-: 
annuity plans to the sale of securi - 
ties which must be made unde 
the various Federal and _ state: 
Blue Sky laws and regulatior + 
The effect of such _ legislatior: 
would be to deprive a large 
segment of the investing public 


Continued on page Cu 
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Report of IBA Federal Taxation Gommittee 


Walter 
Hammill 


of Shearson, 
& Co., New York City, 
presented to the _ Investment 
Bankers Association of America, 
at their 45th Annual Convention, 
held at Hollywood, Fla., the report 
of the Federal Taxation Commit- 
tee, of which he was Chairman. 


Maynard, 


The text of the Report follows: 

At the beginning of 1956 it 
seemed that there was a possibil- 
ity that tax reduction might be- 
come an issue in the November 
election. The 
Democrats 
talked of ad- 
vocating leg- 
islation which 
would have 
the effect of 
cutting great 
numbers oft 
persons from 
the rolls of 
taxpayers. 
T he Republi- 
can view 
seemed to be 
that tax re- 
duction should 
take the form 
of a reversion to the tax rates 
contained in earlier tax bills while 
taxes were in the process of ris- 
ing, i.e., having climbed up the 
ladder of taxation, we should 
climb down by the same route. 


At the present time it not 
clear whether or not tax reduc- 
tion will be actively discussed in 
the first session of the new Con- 
gress. To date hearings have been 
scheduled only on technical mat- 
ters and “unintended benefits and 
hardships.” Developments in Eu- 
rope and the Middle East suggest 
that, although the current fiscal 
year may well develop a substan- 
tial cash surplus, tax reduction 
will not be a live issue. 


Walter Maynard 


is 


Committee headed by Walter Maynard calls for placing a ceiling on Federal 
taxation of earned income at a rate of 50%; averaging of variable incomes; 


limiting capital gains tax to a 3°% maximum of the sold asset’s value; in- 


crease in nominal dividend credit; and a “high level’”’ bi-partisan Federal Com- 


mission on taxation to undertake genuine tax reform. 


Nevertheless, since our tax laws 
are in many respects economically 
damaging, and since a tremen- 
dous job of education must be 
done, it seems that the matter of 
reform of the tax laws should be 
continually pressed by associa- 
tions such as ours. 


Areas of Reform 

In a series of hearings on the 
subject of “Federal Tax Policy for 
Economic Growth and Stability” 
held by the Mills Subcommittee 
on Tax Policy of the Joint Con- 
vressional Committee on the Eco- 
nomic Report, great emphasis was 
laid by the witnesses on the fact 
that the punitive rates of personal 
income tax put tremendous pres- 
sure on taxpayers to create means 
of tax avoidance and to convert 
forms of income taxed at high 
rates into capital gains, taxed at 
relatively low rates. Therefore, it 
would seem that if our industry 
is to gain its principal long term 
tax objective—a reduction in capi- 
tal gains taxation—it should also 
place its weight behind income 
tax reform. 


The Income Tax 


Income tax reform should come 
under two headings; first, a re- 
duction in punitive rates, and sec- 
ond, a means of averaging income 
for those with highly variable in- 
comes. 

Addressing the 


ourselves’ to 
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matter of rates, it is obvious that 
in an economy such as ours, which 
must grow and therefore avail it- 
self of the full energies of its pro- 
ductive citizens, a bad situation is 
created when positive incentives 
are provided for a good part of 
these citizens to devote more ef- 
fort to tax avoidance than to the 
earning of new income. Yet, this 
is exactly what happens when 
rates of income tax exceed 50%. 
Under these conditions arithmeti- 
cally speaking at least, a man’s 
time is better rewarded for fig- 
uring out means of reducing his 
tax liabilities than for earning an 
equal amount of additional in- 
come. Therefore, it would be com- 
pletely logical for our association 
to take the position that a ceiling 
on Federal taxation of earned in- 
come should be placed at a rate 
of 50%. 

Averaging of Variable Incomes 

The past year in our business 
has again provided evidence that 
our industry is one in which vrof- 
its vary widely from year to year. 
The inherent arithmetic of the 
progressive income tax is such 
that we will pay more in taxes 
over a period of years than if we 
had received the same _ total 
amount of income in equal an- 
nual instalments. Such a state of 
affairs is obviously discriminatory. 

A remedy for this. situation 
would be for taxpayers who pay 
taxes Over a period of years, say 
four years, exceeding what would 
have been paid if the same in- 
come had been received in annual 
equal instalments, to receive re- 
funds for the difference. 

Capital Gains Tax 

Our industry has long advo- 
cated a lower rate of capital gains 
tax on the ground that a purely 
voluntary, self-assessed tax of this 
nature immobilized or “locked-in” 
large amounts of potentially ven- 
turesome capital, badly needed in 
a rapidly growing economy such 
as ours. 

Several measures could be tak- 


en which would have the effect 
of ameliorating the locking-in as- 
pects of the capital gains tax—and 
none of them, it is believed, would 
reduce revenues from the tax. 

The first measure of relief 
would be to lower the rate of tax. 
Mr. Humphrey and his predeces- 
sor Secretary of the Treasury 
have both stated that lowering the 
rate of the tax would increase 
revenues. 

The theoretical objection § to 
lowering the rate of the tax at 
this time would he, as stated ear- 
lier, that it would increase the 
already existing tremendous in- 
centive to convert ordinary in- 
come into capital gains. 

Other measures of relief which 
would not require a reduction in 
the tax rate would include provi- 
sion for some sort of “roll-over,” 
that is to say, a provision in which 
a taxpayer who wished to sell an 
asset in which a gain existed 
could reinvest the proceeds in a 
similar asset within a_ limited 
time without tax penalty. This is 
the type of provision which now 
exists in the case of Owner-occu- 
pied dwellings. The logic behind 
this provision is that a large part 
of all capital gains are due to in- 
flation and are therefore illusory. 
This particular form of relief 
would release all kinds of trans- 
actions in appreciated assets 
which now simply cannot take 
place at all because of the heavy 
tax penalties involved. 

Another form of possible relief 
is a limitation on the proportion 
of the value of a property which 
in the event of a sale could be 
assessed as capital gains tax lia- 
bility. Under present law, the 
owner of an asset which cost 
nothing, if he seils it, must give 
up 25% of his capital in the form 
of a capital gains tax. If the pro- 
posed limitations were set at 3%, 
he would retain 97% of his cap- 
ital. The capital gains tax under 
these conditions would not, as it 
now does, totally prevent sales of 
assets which have been held for 
a long period and were acquired 
at a low price. 
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To give a practical illustration 
of the working of that idea, let us 
take the case of two holders of 
Bethlehem Steel stock. Both, see- 
ing it sell at 170, conclude that 
this price is too high and that an- 
other investment would be prefer- 
able. Let us imagine that the first 
of these investors bought his stock 
at $10 per share. His tax liability 
in the event of a sale would thus 
be $40 per share, or 23% of his 
capital. In practice it is only ex- 
tremely rarely that a taxpayer 
would under these circumstances 
make a sale. Let us assume that 
the other holder bought the stock 
a year ago at $160. His tax liabil- 
ity would be only $2.50 per share, 
or 1.4% of his capital and this 
holder would probably not be pre- 
vented by the tax from making a 
sale. Thus, the capital gains tax, 
functioning as a transfer tax, 
operates in an entirely different 
manner on two taxpayers who 
have identical reasons for wishing 
to sell identical merchandise. If 
the capital gains tax were lim- 
ited to a maximum of 3% of the 
value of the asset sold, both of 
these potential sellers would prob- 
ably feel free to sell, and revenues 
to the Treasury would be sub- 
stantially greater than under the 
present arrangement. 

An amendment to the lax laws 
embodying this principle would 
be a simple one. The basic maxi- 
mum rate of 25% would be un- 
changed, administrative problems 
would be negligible, and yield to 
the Treasury from the capital 
gains tax would without doubt 


be materially increased. 

Double Taxation of Corporate 

Divisions 

It will be recalled that the pres- 
ent tax code provides for a credit 
to individuals of 4% of dividends 
of domestic corporations. This tax 
has been under attack as a “‘loop- 
hole” which of course it isn’t— 
it is a small diminution of a dis- 
crimination. The Canadians have 
had considerable experience with 
dividend credits, and their expe- 
rience has been so _ satisfactory 
that they have increased credits 
to a maximum of 20%. It is, after 
all, logical that a developing 
country needing capital should 
diminish discriminatory taxation 
against equities. We should logi- 
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cally press for an increase in the 
present nominal dividend credit. 


Excise Taxes on Security 
Transfers 


A change in the method of as- 
sessing Federal transfer taxes is 
now under consideration, which 
will have the effect of altering 
the method of computation to one 
based upon market values. While 
this thought has’ considerable 
logic, the effect of the tax under 
certain circumstances will be to 
increase present rates of transfer 
tax rather sharply. Efforts to ease 
this effect should probably con- 
tinue to be made by your associa- 
tion. 


“Unintended Tax Benefits” 


While this meeting is going on 
the Mills Subcommittee of the 
House Committee on Ways and 
Means is holding hearings on cer- 
tain “unintended tax benefits” in 
the present code. The financial 
community has an interest in 
some of these, especially the 
amortization of premiums on tax- 
exempt bonds held by dealers, 
and the use of short sales to post- 
pone recognition of capital gains. 


With respect to the first of 
these, dealers in tax-exempt se- 
curties are exempted from amor- 
tization of bonds disposed of 
within 30 days. The effect of this 
exemption is, under some circum- 
stances, to enable dealers to real- 
ize a higher rate of tax-free in- 
come than if they were required 
to amortize. The reason for the 
existing exemption is the heavy 


cost burden which would be im- 
posed on dealers if they were re- 
quired to compute amortization 
on securities held for only a few 
days. Since price spreads in this 
class of security are character- 
istically narrow, the effect of re- 
quiring amortization would be to 
incease costs to users of this mar- 
ket, and this Association is re- 
sisting this change. 


In the case of the use of short 
sales to postpone recognition of 
capital gains, the logic of the pres- 
ent situation is that the taxpayer 
now has complete freedom of 
choice as to whether or not by 
making a sale he will elect to be- 
ccme subject to a liability for cap- 
ital gains taxes. He also may pick 
his time with complete freedom. 
The short sales device merely per- 
mits him to take advantage of 
markets which may exist at a par- 
ticular time. Since the taxpayer 
already may choose whether or 
not he will incur liability, why 
should his freedom to determine 
the price at which he will incur 
liability be restricted? After all, 
he will in his own self interest 
endeavor to pick the particular 
price which will result in the 
greatest amount of capital gains 
tax liability. 


Conclusion 


In considering the prospects for 
achieving our goals of tax relief 
and tax reform, which your Com- 
mittee believes are strongly in the 
public interest, it is evident that 
the obstacle that is by far the most 
difficult to overcome is that which 





can best be classified under the 
general heading of “politics.” Our 
country has now had four years 
of Republican administration, but, 
because we have elected a Dem- 
ocratic Congress, a situation has 
been created in which, in the very 
nature of things, we are unlikely 
to get really constructive action in 
the tax sphere. 


It woulc seem, therefore, that 
this would be a logical time for 
us to press for a means which 
would overcome the political ob- 
stacles to reform. Such a means 
could be found in the creation of 
a bi-partisan Commission with 
broad powers to investigate our 
whole Federal tax structure and 
make recommendations for im- 
provement. 


This Commission should be ap- 
pointed by the President and be 
composed of persons of such em- 
minence and prestige that their 
recommendations would be ac- 
ceptable to the leadership in Con- 
gress of both parties. 


The creation of such a Commis- 
sion would have the effect of lift- 
ing the whole problem of tax re- 
form above the arena of partisan 
politics, and it could be expected 
would produce recommendations 
on which a substantial bi-partisan 
majority in Congress could agree. 

Your Committee is confident of 
the basic soundness of our posi- 
tion in tax matters, and believes 
that a high-level and impartial 
body, such as that which is sug- 
gested, would produce a program 
which the membership of our 
Association and other American 
businessmen could endorse. 


The idea of impartial commis- 
sions of great prestige is not a 
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With Hemphill, Noyes 


(Special to THe FINANCIAL CHRONICLE) 


LOS ANGELES, Calif.—Paul I. 
Gould has become affiliated with 
Hemphill, Noyes & Co., 510 West 
Sixth Street. 


Lester, Ryons Adds 


(Special to THe FINANCIAL CHRONICLE) 


LOS ANGELES, Calif.—Jack E. 
Andrews, Jr. has been added to 
the staff of Lester, Ryons & Co., 
623 South Hope Street, members 
of the New York and Los Angeles 
Stock Exchanges. He was for- 
merly with Hill Richards & Co, 
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BROKERS IN MUNICIPAL BONDS new one; it has been used with 


great success by the British, and 
such commissions have produced 
reports which have had a power- 
ful influence on thinking and leg- 
islation for decades. An example 
of such a report is the report of 
the Beveridge Commission, which 
laid the foundation for the entire 
structure of social security in 
England and in this country. We 
badly need such a Commission to 
overhaul our entire Federal tax 
structure, 
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Continued from page 40 


Report of IBA Special Industrial 
Securities Committee 


and (2) .8 pounds of coal per kwh 
will be used for additions through 
1970 and .7 pounds per kwh there- 
after. 

These estimates represent aver- 
#¥e annual increases to 1980 of 
approximately 13 million tons for 
public utility electric generation 
zlone. No allowance is made for 
# possible rise in privately gen- 
«rated electric power, which to- 
talled 73 million kwh in 1954, ex- 
cluding self-generation by the 


In 1954 consumption of coal 
by electric utilities was 115 mil- 


AEC. 
lion tons, and rose 
1 1955. By 


2 to 


140 million 
1980 utility consump- 


tion can be reasonably estimated 
to be in the neighborhood of 446 
1illion tons. 


Competition 


r 
vk 


average 


coal 


from 


1955-1960 
1560-1965 
1965-1970 
1970-1975 
1975-1980 


Total 


Atomic 
Estimating the long term trend 
electric 


consumption 


by 


Pow 


KWH Increase 


based on total transactions last year 


fer 


utilities is, ourse, subject 
uncertainty as 


extent of competition 


to the probabie 


from atomic 


pewer. With this cloud, if only 
psychological, on the horizon, it 
seems ironic that the AEC is pres- 
ently using nearly 10% of the 
nation’s total output of electric 
power—more than 50 billion kwh 
in 1955. The AEC is now, 1In- 
directly, one of the nation’s vrin- 
cipal coal consumers. The Shaw- 
nee steam plant of the TVA alone, 
one of two serving the AEC in- 
stallations at Paducah, Kentucky, 
burns 600 tons per hour, 14,400 
tons per day. To date, facilities 
planned to produce atomic fuel 
require about 25 million tons of 
coal per year. The atom’s coun- 


terbalancing influence as a source 
of primary energy for generation 
of equivalent amounts of electric 
Additional Coal 





(Billions) 5% Requirements (Tons) 
a 276.6 207.5 83,000,000 
. 202.0 151.9 60,600,000 
216.7 162.5 65,010,000 
2 246.3 184.7 64,654,000 
: 276.0 207.0 72,450,000 
i. eee 913.2 345,714,000 
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TABLE I 
Consumption of Bituminous Coal and Lizgnite 
-_ ige yracter of the mark f coal 1946 . 
(Thousar of ons) 
Coke 

E c % of (Beehive and % of Retail 

, % of Total Class I Total By-Product Toral Dea 

U vomest Ra y Domest Ove Dome Cc Deli e 
1946 63,743 13.7 110,166 22.0 83,238 16.6 100,586 
1947 86,009 15.7 109 296 20.0 104,300 19.2 99,163 
1943 95,620 18.4 94 838 18.2 107,306 20.6 89,747 
194) 80,610 18.1 68,123 15.3 91,256 20.5 90,29) 
1950 83,262 19.4 60,969 13.4 103,845 22.9 86 604 
1951 101,328 21.8 54,005 11.5 113,448 24.2 76,531 
1952 193,309 24.7 37 962 9.1 97,614 23.3 63,393 
lys 12,233 26.3 27,735 6.5 112,874 26.4 61,295 
1934 115,235 31,7 17,370 4.8 85,2338 23,5 52,616 
1955 140,470 33.2 15,473 3.6 107,376 25.4 53,762 
Change +104% —86% +29% —46% 

power is still well in the future, determined by government ac- 


on the basis of Known facts. 
If 


atomic - powered generating 


plants are to offer effective com- 
petition, costs per kwh must be 
competitive, an uninterrupted 


source of atomic fuel must be as- 
sured, and the safety factor must 
be such as to satisfy not only the 
local communities served but also 
the insurance companies. Al- 
though several large utilities are 
contemplating atom - powered 
plants, present estimates are that 
cost of power delivered from 
major installations (capital costs 
included but with the cost of 
atomic fuel still largely proble- 
matic), will range from 7 to 11 
mills per kwh compared to 8 mills 
for plants in the mid-continent 
areas using conventional fuels, 
and only 4 to 6 mills for the most 
modern coal plants in the Ohio 
Valley. The cost of fuel will be 
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iBy locating new reduction plants 


counting policies 
costs between 
military 


in allocating 
commercial and 
applications. It would 
seem, therefore, that atomic 
power offers an early competi- 
tive threat only to the extent that 
it may be subsidized by the gov- 
ernment to accelerate its accept- 
ance, with installations by large 
utilities such as Consolidated Edi- 
son to be regarded as primarily 
experimental for some years to 
come. The most optimistic esti- 
mates now contemplate that no 
more than 10-20% of total energy 
generation will be atom fueled by 
1970-75, roughly 200 billion kwh, 
while Mr. Sporn of American Gas 
& Electric believes only 5.2% of 
total power output will be atom 
powered in 1975. 

Even these optimistic forecasts 
are necessarily of a tentative na- 
ture and subject to revision as the 
situation develops, but they 
nevertheless suggest ample scope 
for using the vast deposits of our 
most plentiful mineral fuel. In 
the last decade, electric output has 
increased an average of 14.5% an- 
nually, and is’ currently 
above a year ago so far this year. 
If in projecting future growth in 
electric energy consumption a rate 
of only 10% compounded annual- 


907 
a2 /O 


ly were used, the FPC estimates 
cited above would have to be 
raised 154% for 1975; similarly, 


use of a 7% rate of annual growth 


would produce nearly a 50% in- 
crease in consumption over the 
FPC estimate for 1975. In the 


light of the indicated conservatism 
of the estimates, adjustment for 
nuclear energy competition at this 
juncture would. appear unneces- 
sery for our purposes. 


Aluminum 
Traditionally a user first of 
hvdroelectric power and _ subse- 
quently of current generated by 


gas-fired steam pcwer, aluminum 
is;'now expanding in the coal pro- 
ducing areas which hannen also 
to be close to major aluminum 
markets. With about 10 kwh re- 
ervived ner pound of aluminum, 
c'ectricitv is a major. cost item. 


adjacent to electric generating 
stations which, in turn, are located 
practically at the mine, the alu- 
manum producer can have the 
benefit of a fuel cost of only 
.132-.176c - per kwh (assuming 
steam coal at $440 per ton and 
the use of .6 to .8 pounds of coal 
per kwh). This compares favor- 
ably with prevailing charges for 
gas of about .13c rer kwh close to 
primary sources of supply and is 
lower than the cost of competitive 
fuels per kwh in any other region 
in the United States. 

The lack of major unex»loited 
hydroelectric resources in the 
country and the availability of 
cheap bituminous coal in the Ohio 
Valley has led four companies— 
Olin Mathieson and Revere Cop- 
per joirtly, and Kaiser Aluminum, 
and Aluminum Company of 
America to locate or plan to 
locate new basic aluminim plants 
in Ohio, Indiana and West Vir- 
ginia. The total capacity of these 
plants is in excess of half a mil- 
lion tons a year. In addition to 
electricity produced by low cost 
bituminous coal, these plants will 
enjov substantial transportation 


savings. 


The aluminum industry contem- 
plates doubling its present capac- 
ity of 1.7 million tons by 1970. As 


Total 
To 0: % of Total Domestic 
Indust Dome Consumption 
20.2 137,603 aS 500,386 
13.2 146,023 25.9 545,891 
17.3 152,593 25.5 519,909 
20.3 115,270 25.8 445,533 
19.1 114,522 re 454,202 
16.3 123,922 25.2 468,904 
16.3 111,479 26.6 418,757 
14.4 12,611 25.4 425,798 
14,5 92,477 23.5 362,986 
12.7 196 234 25.1 423,315 
—23% —16% 
large hydroelectric sites are ex- 


tremely scarce, the bulk of the 
electric energy required for this 
expansion of primary aluminum 
capacity probably will have to 
come from bituminous coal. The 
aluminum industry, in the future, 
may consume as much as 10 mil- 
lion tons of bituminous coal per 
annum. 


Bituminous coal companies with 
mines in the Ohio River Valley 
have already benefited through 
the receipt of long-term contracts 
which provide for sizable initial 
deliveries of coal, and for substan- 
tial increases as planned alumi- 
num capacity is expanded. 


Steel 

The steel industry represents 
the second largest consumer of 
coal in the United States. Its his- 
torical demand is shown in Table 
Ii under the category of coke. Ap- 
proximately .9 ton of coal is con- 
sumed in the production of one 
ton of steel. 

Consumption of coking coal has 
been characterized more by rela- 
tive stability than growth despite 
the expansion in steel output. Ad- 
vances in blast furnace techniques 
have reduced the amount of coke 
required per ton of pig iron and 


the introduction of an increasing 
proportion of high grade Labra- 


dor ore, beneficiated ore, taconite 
pellets and sintered ore may fur- 
ther reduce unit coke consump- 
tion. Variations in the amount of 
scrap used in open hearth opera- 
tions also have a bearing on steel 
industry coal or coke consumption 
per ton of steel ingots produced, 
as does the development of elec- 
tric furnace production of special 
grades and types of steel. As a 
result of these factors coal con- 
sumption per ingot ton of steel 
declined from 1.12 tons in 1946 
to 0.93 tons in 1954. 

The contemplated expansion of 
steel industry capacity which 
should range from 20 to 25 million 
tons in the next five years should 
create additional demand (assum- 
ing a requirement of 9 tons of 
ccal per ton of steel ingot capac- 
ity) of 15-18 milion tons. 


Railroads 
In 1946 Class I railways used 
110 million tons of bituminous 


coal, 22% of total domestic con- 
sumption in that year. By 1955 
their consumption declined to 15 
million tons, a rnere 3.6% of the 
total. This, of course, shows the 
effects of dieselization of the na- 
tion’s railroads. It is doubtful if 
railways will ever again be a 
major market for coal. However, 
the coal industry’s loss of the rail- 
road market is a fact of the past. 

Research is currently under way 
on the development of a coal- 
fired gas turbine, which, if suc- 
cessful, may bring some increase 
in coal consumption by railroads. 
In any future demand for 
coal by railways is projected at a 
minimum figure of 5 million tons 
a year. 


case, 


Retail Deliveries 

Retail consumption of bitumin- 
ous coal has also declined sharply 
in the past decade from 101 mil- 
lion tons to 54 million tons and 
this market loss is probably per- 
manent. The convenience of oil 
and natiiral is far too great 
to be offset bv the lower cost of 
coal. Since the present level of 
residential coal consumption 
seems to be at a minimum, stabil- 


gas 
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ity of the retail coal market is 
about the worst that can be an- 
ticipated within the normal scope 
of the business cycle. Thus, the 
retail market for coal can be ex- 
pected to remain at about 50 mil- 
lion tons per year in the future. 


Industrial Demand 


General industrial uses for coal, 
excluding the steel industry, 
amounted to about 25% of coal 
production in 1955. A consider- 
able amount of research is cur- 
rently under way in the field of 
coal chemistry. Union Carbide, 
for example, experimenting 
with coal hydrogenation. While 
the technical feasibility of the 
process has been demonstrated, no 
large-scale operation has resulted 
to date. It is also possible to gas- 
ify coal underground, providing 
an almost unlimited source of gas, 
but the delivered price is not yet 
competitive with natural gas. In 
addition, a variety of products 
normally derived from _ crude 
petroleum can be manufactured 
from coal but at present relative 


is 


costs preclude their production on 
a commercial seale. Coal chemis- 
try thus has interesting implica- 
tions through. raising profit mar- 
gins or improving the competitive 
position of coal by making it pos- 
sible to sell the residual BTUs 
for boiler fuel in the form of char. 
This industry will, however, re- 
main derivative for some time and 
cannot soon become a significant 
independent contributor to vol- 
ume. Since a discussion of chem- 
ical uses for coal is the subject 
of a separate chapter, no further 
consideration is required here. 
Conservatively, it can be estim- 
ated that future industrial coal 
consumption will be approximate- 
ly 110 million tons a year. 
Projection of Future Domestic 
Demand for Bituminous Coal 
Against this background for 
major coal consuming markets, 
prospective demand for bitumi- 
nous coal (exclusive of export) in 
coming years might be conserva- 
tively summarized as follows: 














1960 1965 1970 1975 1980 
(Millions of Short Tons) — 
Electric Utilities _____ _ 195 250 310 370 440 
HarmGacde ooo osec seco kk ° 5 5 5 5 
ee a ee 125 130 13d 140 145 
DR ee A ee Oe ea 50 50 50 50 50 
THOUStIIOL 268. Se Shi Se 110 110 110 110 110 
485 545 610 675 750 
II a lasting export business has been 
An Analysis of Export Markets laid. 
The United States’ exports of Susee’s Coat-.Metde 
coal fall into three main cate- 
vories—those to Europe, those to The postwar recovery of West- 
Canada and those to the rest of ern Europe is little short of 
the world, principally Latin miraculous. Factories which were 
America. Over the years the not much more than rubble ten 
sales to Canada and Latin Amer- short years ago are in many cases 
ica have not ranked large in turning out more goods than in 
terms of total production in the the prewar years. OUOver-all man- 
United States and have shown ufacturing production for Western 


minor annual changes which have 
reflected shifts in world wide 
business conditions. The exports 
to Europe, the other hand. 
have been characterized by wide 
fluctuations, with large shipments 
following both World Wars 
at the time oi the coal strike in 
3ritain the Twenties. As 
brought out in the following para- 
graphs, small growth in line with 
increasing industrialization can be 
expected for Latin America, while 
only 


on 


and 


in 


negligible can be 
anticipated for Canada, since in- 


creasing over-all demand for en- 


changes 


ergy will be taken care of largely 
by the newly discovered oil and 
gas With coal ship- 
ments to Europe running at rec- 
ord highs, the major question in 
the picture is whether 
this is another temporary ‘‘emer- 
whether the basis for 


resources. 


overseas 


gency” or 


Europe was approximately 170% 
of the 1937 rate in 1955, according 
to statistics published by the 
United Nations. The rise in stand- 
ards of living seems to have stim- 
ulated the wishes and desires of 
the people, and there appears to 


be a new spirit which augurs 
well for future growth. To sup- 
port this growth, energy needs 
can be expected to rise rather 


sharply in the years ahead. The 
Energy Commission of the Or- 
ganization for European Economic 
Cooperation, in a report released 
last June, stated that the con- 
sumption of all forms of power 
by the 17 member nations is 
expected to rise by approximately 
one-half to the equivalent of 
1,200 million tons of coal by 1975. 
The Fifth World Power Confer- 
ence, whicn was held at Vienna 
last summer, has been called “A 
World Parliament on Energy” 
since it was attended by approxi- 
mately 2,300 delegates from 24 
European and 26 overseas coun- 
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The following table 


Energy Service 1946 1947 
eee 111,654 136,985 
Gas 18,820 23,073 
Oil .. 14,082 16,925 
| See ee 216 331 

‘2 re 144,772 177,314 
Hydro og 78,406 78,425 
Total 223,178 255,739 
Estimated. SOURCE—Federal Power Com 
% Fuei a 64.8% 69.4% 
ee 35.2 30.6 
% of Fuel—Coal : 77.2% 77.2% 
ae Page 13.0 13.0 
Oil OG. wee 9.7 9.6 
Waste A a 
Re arenes ors 100.0% 100.0% 
% Coal of Total. 50.0% 53.5% 
Pounds per KWH...... 1.23 1.26 


1920-1924 Ave 


1925-1929 
1930-1934 
1935-1939 
1940-1944 
1945-1949 
1950-1954 
1950 
1951 





Petroleum 
Bituminous Products 
Coal Anthracite (thous. 
(thous. tons) (thous. tons) bbls.) 
rage 466,071 78.433 268,947 
ps 509,992 22,212 376,001 
: 359,055 56,327 354,165 
- 381,555 49 920 456,367 
" 529,294 54,940 673,055 
> 514,258 48 320 894,272 
iy 426,329 33,020 1,154,326 
454,202 39,900 1,082,871 
468 904 37,000 1,150,780 
418,757 35,300 1,171,069 
epee 426,798 28,000 1,184,585 
362,986 24,900 1,182,325 





(2547) 51! 
indicates the sources of electric power energy in the United States for the past decade. e 
TABLE II 
Generation by Energy Service 
(Millions of KWH) 

1948 1949 1950 1951 1952 1953 1954 1955 Increase 
152,910 135,451 154,520 185,204 195,437 218,846 239,146 302,441 +171% 
30,123 36,967 44,559 56,616 68,453 79,791 93,688 N.A. 

16,762 28,547 33,734 28,712 29,750 38,464 31,520 N.A. 
433 386 390 391 481 390 264 N.A. 
200,228 201,351 233,203 270,923 294,121 337,431 364,618 433,683 +200% 
82,470 89,748 95,938 99 750 105,102 105,233 107,068 112,721 + 43% 
282,698 231,099 329,141 379,673 399,223 442,664 “471,686 546,404 +145% 
mission. i 
70.8% 69.2% 70.8% to 73.6% 76.2% 77.3% 79.4% 
29.2 30.8 29.2 26.9 26.4 23.8 23.7 20.6 ! 
76.4% 67.3% 66.2% 63.4% 66.5% 64.8°% 65.6% 70.0% f 
15.0 18.3 19.1 20.9 2s zat 25.7 { 

8.4 14.2 14.5 10.6 10.1 11.4 8.6 } 30.0 

2 Pe oe my l | 1 { 

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0°% 100.0% ? 

54.0% 46.6% 47.0% 50.0% 49.0% 49.5% 50.7°% 55.5% ' 3 
1.25 1.19 1.14 1.10 1.06 1.03 0.99 0.95 

TABLE Il 
Use of Bituminous Coal and Competing Fuels and Power in the United States 
Total 
Natural Hydro- Bituswis uus 
Gas electric* Coal —_——_————_—-Percent of Total on B.t.u. Basis — 

(million (million Equivalent Bituminous Anthra- Petroleum Natural Total b.t.u. 
cu. ft.) kw-hrs.) (thous. tons) Coal cite Products Gas Hydro trillions 
528,416 20,043 651,382 71.5 11. 9.6 3.3 3.9 85,531 
770,200 32,500 727,931 70.1 9.6 12.1 4.2 4.0 95,359 
915,747 35,975 559,977 64.1 9.8 14.7 6.6 4.8 73,357 

1,302,544 45,104 620,374 61.5 7.8 17.1 8.4 5.2 81,269 

2,021,655 65,229 862,267 61.3 6.2 18.1 9.4 5.0 112,957 

3,069,465 86,546 944 649 54.4 5.0 21.7 13.0 5.9 123,749 

5,644,377 107 262 1,004,053 42.5 3.2 26.0 225 5.8 131,531 

4,428,079 100,885 975,992 46.4 4.0 25.2 18.2 6.2 25,571 

5,234,269 104,376 1,034,580 45.2 35 25.2 20.3 5.8 27,106 

5,761,325 109,708 1,008,855 41.5 3.4 26.2 22.9 6.0 26,432 

6,207,311 109 617 1,028,321 41.5 2.6 26.0 24.2 $7 26,942 

6,590,900 Ii 723 972,519 37,3 2,9 27.3 27.2 5.7 25,480 

“"' .  «\ | 
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tries. A large number of the 
papers that were presented con- 
cerned the conférence theme of 
“World Energy Resources in the 
Light of Recent Technical and 
Economic Developments.” The 
only conclusion that could be 
reached was that there was no 
doubt about Europes future de- 
mand but considerable question 
about its ability to meet that de- 
mand. ; 

As a matter of fact, the picture 
for Western Europe as a whole 
is a rather dismal one. According 
to the OEEC, Western Europe, on 
the basis of present plans, is ex- 
pected to increase its own pro- 
duction of primary energy sources 
(coal, lignite, water power and 
natural gas) from 584 million tons 
of coal equivalent in 1955, which 
was broken down roughly be- 
tween coal and lignite 74%, oil 
products 17%, hydroelectric 
power 8% and natural gas less 
than 1%, to only 755 million tons 
in 1975. In other words, its own 
production is expected to account 
for only 63% of the larger re- 
quirements, as compared witn 
80% jast year. Without a devel- 
opment of new European sources 
of energy, the result would be 
an increasing dependence on im- 
ported fuels. The commission 
emphasized the exchange prob- 
lem, since it believes that imporis 
of coal, crude oil and petroleum 
preducts would rise from $1,900 
million in 1955 to $5 billion in 
1975 even if present prices were 
maintained, and it further points 
out that it anticipates higher 
prices. In addition to the ex- 
change problems, the commission 
warned against the risks in the 
increasing dependence of Western 
Europe on outside supplies, par- 
ticularly when they come from 
one small part of the world. Iran 
was undoubtedly in the minds of 
the commission, but the subse- 
quent action of Egypt in national- 


izing the Suez Canal has tended 
to underscore this warning. 


Atomic energy would, of course, 
be a great boon to Europe and, 
because of nigher generating costs 
than exist in this country and the 
acute exchange problems antici- 
pated in future years, it could 
come much more quickly than is 
generally believed. It should be 
pointed out, however, that Sir 
Harold Hartley of Britain, Chair- 
man of the Co:mmission and Presi- 
dent of the World Power Con- 
ference, has warned people over 
misconceptions concerning the 
development of atomic energy. 
While he looks for a rapid ae- 
velopment after 1975, by that year 
he sees atomic energy equaling 
only the coal equivalent of 80 
million tons, or less than 7% of 
total needs. 

Therefore, barring unforeseen 
developments, the bulk of West- 
ern Europe’s growing shortages 
of power to create energy will 
have to be made up by importa- 
tions of coal and petroleum prod- 
ucts. The fact that much of the 
latter can be paid for with ster- 
ling rather than with short dol- 
lars weighs in its favor, although 
any worsening of Middle East 
politics could work in favor of 
coal. 


Prospects for U. S. Coal 

So far attention has been di- 
rected principally to energy. 
Some thought should be given to 
the rapid rise in Free Europe’s 
output of steel, which in 1955 
approaches 90 million tons. Fur- 
ther increases in production are 
scheduled and, in view of the 
fact that one ton of coal is needed 
to produce one ton of steel, the 
demand for metailurgical coal 
should grow. With this type of 
coal in short supply abroad, it 
has been estimated that this 
source of demand alone could 


create exports of more than 25 
miilion tons annually based upon 
present steel-producing facilities, 
or almost as much as the total 
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tonnage supplied the 
United States last 

It is obvious that Western 
Europe’s demand for coal is de- 
pendeit upon many developments 
which are difficult to gauge. Po- 
litical events in the Middie East, 
exchange problems and the price 
relationship between coal and oil 
will all have a bearing upon the 
amounts of petroleum products 
and coal imported by Western 
Europe. Furthermore, favorable 
political developments could re- 
sult in Poland's supplying a siz- 
able share of the coal needed by 
Western Europe. Nevertheless, 
there appears to be enough evi- 
dence tc point to an expanding 
demand for U. S. coal. Accord- 
ingly, recent and prospective ex- 
ports shape up something like 
the following: 


Europe by 
year. 


U. S. Exports 
‘In Millions of tons) 
Total 


a2 
69 
65 


Overseas 
oo 

4: 

ae 


Canada 
i we 
1956 
1960 
fee. ae iG i: 73 
neve... J. Is 85 100 
On an over-all basis it app<ars 
that U. S. exports should be at 
a level of approximately 69 mil- 
lion tons in the immediate future. 
As recently as Oct. 5, 1956, the 
press reported that Walter J. 
Tuohy, President of the Chesa- 
peake & Ohio Railway, expects 
coal exports to jump 100% in 
the years ahead, and that exports 
totaling 100 millions tons annu- 
ally now seem attainable. He is 
not alone in his optimism. In 
addition to the Chesapeake & 
Ohio, the other two leading coal 
carriers are also spending large 
sums to expand their coal-sh:p- 
ping facilities at tidewater. It 
should also be. mentioned that 
these three railroads, a group of 
mine operators and the mine 
workers’ union are making plans 
to form a shipping line to export 
coal to Europe. Such steps will 
be necessary to increase exports 
which were running at an annual 
rate of approximately 57 million 
tons in September, 1956, since rail 
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and port facilities are being used 
to approximate capacity. 


* % % 


Competitive Fuels 

From the 1920s to 1955 both 
bituminous coal and anthracite 
have been accounting for a de- 
clining percentage of the total 
production of mineral energy 
fuels and water power in terms 
of British thermal units. Al- 
though anthracite coal contrib- 
uted less than 2% of the total 
preduction and consumption of 
energy fuels in 1955, bituminous 
coal still accounted for roughly 
30% of the total energy fuels 
produced and consumed in the 
United States last year, despite 
the inroads made by oil and nat- 
ural gas. Measuring the use of 
bituminous coal as a source of 
energy against only direct com- 
petitors (which would exclude 
such fuels as gasoline), bitumi- 
nous coal’s percentage of such 
total energy fuel consumption 
would be increased to betwecn 
35% and 40%. Consequently, bi- 
tuminous coal still stands out as 
the dominant source of energy 
among all directly competitive 
mineral fuels and water power. 


Limits to Hydro-Electric Power 


Coal’s oldest competitor is 
water or hydro-electric power, 
and although this type of energy 
production increased from 31 bil- 
lion kwh in 1930 to about 112 
billion kwh in 1955, hydro’s snare 
of the total electric power out- 
put declined significantly frorn 
34% to slightly more than 20% 
in the 25 years from 1930 to 1955. 
Most of this loss in percentage 
participation by hydro was ex- 
perienced in the last decade as 
power generation by other fuels 
made rapid progress. 


Natural Gas Inroads 


Standing out as coal’s biggest 
competitors are natural gas and 
petroleum, with the former mani- 
festing the strongest growth trend 
even though bituminous coal still 
remains the dominant contributor 
to the total energy used by coal 
and competitive fuels. Since much 
of the total production of crude 
petroleum and natural gas go into 
uses that are not competitive with 
coal, such as motor gasoline, cer- 
tain diesel oils, lubricants and 
carbon black, the exclusion of 
such non-competitive fuel uses 
from the total energy market is 
required for a more realistic pic- 
ture of coal’s position. Direct 
competitors of coal as an energy 
source would include fuel oils, 
liquefied petroleum gases, natural 
gas and hydro-electric power. On 
such a basis, the nearly 6.6 trillion 
cubic feet of the approximately 
8.4 trillion cubic feet of natural 
gas consumed in 1954 (the latest 
year for which such comparative 
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data are available) accounted for 
27.2% of the total energy devel- 
oped by coal and directly com- 
petitive fuels in terms of British 
thermal units. The sharp growth 
in natural gas as a competitor to 
bituminous coal is indicated by 
the fact that this fuel contributed 
an average of only 6.6%. of the 
total energy used in the 1930-34 
period or less than a quarter of 
the current percentage level. It 
should also be noted that natural 
gas had a more. pronounced 
growth trend in the postwar pe- 
riod inasmuch as natural gas as a 
source of energy contributed a 
still modest 9.4% in the 1940-44 
period but a much larger 225% 
in the years 1950-54. The con- 
sumption of bituminous coal, on 
this same direct competitive fuel 
basis, was about unchanged at an 
average 359 million tons during 
the 1930-34 depression period 
compared with about 363 million 
tons in 1954, despite generally 
higher soft coal consumption ‘in 
the interval. However, the per- 
centage of total energy for which 
bituminous coal accounted de- 
clined steadily from 64.1% in 
1930-34 to 37.3% in 1954. 


* wz 


Making Coal More Competitive 


Notwithstanding the inroads 
which coal’s largest competitors, 
natural gas and oil, have made on 
markets held by coal through the 
years, or the prospect of some ex- 
pansion of hydro electric power 
or nuclear energy potentials in the 
future, coal has stayed competi- 
tive as indicated by the fact that 
it still remains the dominant 
source of energy among the di- 
rectly competitive fuels. Further- 
more, coal management aims to 
see that coal remains compétitive. 
Steps being taken to improve the 
competitive position of coal in- 
clude the mechanization of opera- 
tions to lower production costs, 
the reduction of transportation 
costs, the improvement of coal’s 
utilization and the development of 
more aggressive sales-engineering 
services and marketing aids, 

In September, 1956, the market 
promotion activities of the Na- 
tional Coal Association were 
transferred to its affiliate, the 
Bituminous Coal Institute. The 
activities of BCI will concentrate 
on the more effective selling of 
coal through a program designed 
to encourage the increased use of 
bituminous coal and to improve 
the competitive position of bitu- 
minous coal in industrial, com- 
mercial, domestic and retail mar- 
kets. One of its services will be 
to provide engineering assistance 
to coal consumers and others in 
order to promote the most effi- 
cient and economic utilization of 
the fuel. In this connection, en- 
gineering specialists have been 
placed in 12 district offices located 
in coal consuming areas with the 
task of demonstrating that present 
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day coal, especially prepared for 
customers, and burned in auto- 
matic equipment, is superior to 
other fueis in most parts of the 
country. 

An example of the new organ- 
ization’s aggressive approach was 
the installation of a BCI coal- 
heating exhibit at a recent con- 
vention of school officials. Per- 
sons responsible for the selection 
or recommendation of fuels used 
in school buildings were favorably 
impressed by the advantages of 
burning cost-saving bituminous 
coal the modern way and showed 
high interest in labor-free auto- 
matic burning equipment. Through 
such activities, BCI will strive to 
obtain the most effective results 
from the bituminous coal indus- 
try’s substantial sales efforts to 
retain present markets or win 
conversions from other fuels, par- 
ticularly oil and natural gas. 

Another industry-sponsored ac- 
tivity is that of Automatic Solid 
Fuels Equipment, Inc., which 
devoted to the production and 
marketing of automatic coal burn- 
ing equipment for homes, com- 
mercial and small industrial busi- 
nesses. This organization’s effort 
may result in either retarding the 
loss of coal consumers to oil and 
natural gas, or if sufficiently suc- 
cessful, may gain new consumers 
in those areas where the competi- 
tive price of coal is outweighed by 
the intangible advantages of other 
fuels. 

Recognition by the coal industry 
that promotional! efforts are 
worthy of exploitation is an indi- 
cation of the present aggressive- 
ness of the coal industry’s co- 
ordinated drive to maintain coal’s 
competitive standing and position 
as the dominant source of energy 
among coal and its directly com- 
petitive fuels in the United States. 


Vv 


Financial Economics of the 
Coal Industry 


Abundance of easily accessible 
coal reserves has been the pri- 
mary conditioning factor in the 
financial history of the bitumi- 
nous coal industry. This abun- 
dance encouraged the small 
entrepreneur and impeded the 
concentration of production in few 
and stronger hands so that the 
coal industry today is composed 
of many small mines and small 
companies. The resulting exces- 
Sive capacity and production has 
in the past caused intense com- 
petition and narrow or non-exist- 
ent profit margins. Complicating 
this picture is the fact that it often 
pays the mine owner to operate 
at a loss rather than abandon his 
investment by having his closed 
mine fill with water and collapse. 
Under these conditions coal secu- 
rities have been highly specula- 
tive until recently. 

From 1930-1939 the industry as 
a whole operated at a loss which 


is 


totaled $296 million for these 
years. Only the burgeoning de- 
mand generated by World War II 
and its aftermath brought mod- 
estly profitable operations. but 
even in 1949, earnings totaled only 
$125 million for a net margin of 
about 4.7% on a product valued 
at $2.6 billion. This poor earnings 
picture slowed the technological 
changes necessary to put the in- 
dustry on a profitable and effi- 
cient basis. 


Gains in Cutting Costs 

However, faced with steeply 
mounting labor costs and slowly 
declining demand, profound 
changes began to take place. 
Those coal producers able to find 
the necessary capital began in- 
vesting in the modern labor sav- 
ing equipment with the result that 
pivuuctivity rose steeply. As the 
stronger units in the inaustry be- 
gan to make real gains in cutting 
costs, the small producer found it 
increasingly difficult to compete. 
This was complicated by the fur- 
ther concentration of markets as 
railrcads and home heating be- 
came increasingly less important 
outlets and large consumers. such 
as utilities and the steel industry, 
took bigger and bigger bites out 
of total output. 

After reaching a peak of 9,429 
in 1950 the number of mines has 
declined steadily. Also, mergers 
and consolidations have reduced 
the number of operators. By 1953, 
mines of 3% of the companies ac- 
counted for 45% of the output. 
Capacity as determined by the 
Department of Commerce declined 
from 790 million tons in 1950 to 
about 550 million tons this year. 
This trend seems likely to con- 
tinue. Only the larger units of the 
industry can afford to finance the 
large new mines necessary if costs 
are to be kept within competitive 
ranges. 

The success of mine improve- 
ment programs became clearly 
evident in 1955. Eleven publicly 
owned bituminous coal companies, 


many of them among the stronger 
year 


units of the industry, last 
netted 6.2% on sales of $565 mil- 
lion. This compares to industrv 
wide net margins of 4.7% in peak 
1947 and 2.3% in 1945. 


Future New Investment to 
Meet Demand 


But in the immediate future 
the bituminous coal] industry will 
be called upon to do more than 
merely make more efficient its 
present productive capacity. De- 
mand for coal has snapped back 
sharply since the low reached in 
1954. Last year the industry pro- 
duced 470 million tons and seems 
likely to increase this to about 
500 million tons this year. It is 
generally believed that productive 
capacity will have to be increased 
to about 700 million tons by 1960 
and possibly to as much as 1 bil- 
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lion tons by 1975. This means that 
the industry will not only have 
to continue its present program 
of investment in labor’ saving 
equipment, but will have to de- 
velop important new capacity to 
keep pace with mounting demand. 
As previously noted, present in- 
dustry capacity is about 550 mil- 
lion tons, about 10% above pres- 
ent production. It is generally 
believed that this margin will 
have to be increased somewhat. 
Also, about 20% of present pro- 
ductive capacity is expected to be 
used up over the next five years. 
Altogether, the industry expects 
to add about 250-275 million tons 
of annual productive capacity by 
1960 in order to keep pace with 
demand. 

The cost of new mining varies 
considerably. Generally, strip 


mining has been considered 
cheaper than deep mining with 


scme new strip mines having been 
developed for as little as $3 per 
ton of annual capacity. This cost 
rises steeply, however, as_ the 
stepth of overlay increases. Fur- 
thermore, the cost of new deep 
mines has been declining as new 
technological developments, such 
as roof bolting, are employed and 
some more. favorably | situated 
deep mines recently developed 
have compared satisfactorily in 
cest with the more expensive strip 
mines. Strip mining production 
has leveled off in recent years and 
probably will not advance signifi- 
cantly above the 25% of total 
production for which it now ac- 
counts. Limited reserves for this 
type of mining will slow its fur- 
ther advance and the majority of 
future output will continue to 
come from deep mines. An over- 
all average cost of $6-$7 per ton 
ot annual capacity seems a fair 
estimate of new mining costs. 

A new deep mine of 2 million 
tens of annual capacity backed 
by reserves of 80 million tons now 
costs in the neighborhood of from 
$15-$20 million. Of this, about $8 
million is needed for equipment, 
such as costiauous mining ma- 
chines which cost about $100,000 
apiece. The remainder represents 
the cost of coal lands and mine 
development. Big companies can 
still buy coal in the ground for 
as little as 2c »er ton in certain 
isolated instances, although it is a 


more common practice to lease 


coal reserves on a royalty basis, 
and the going rate for these leases 
varies from around 10c per ton to 
around 25c per ton. 


Invest $1'% Billion By 1960 


On this basis the industry will 
be called upon to invest some $114 
billion in new plant over the next 
five years at an annual rate of 
about $300 million. If projections 
of demand over a longer period 
of time hold true, the annual fig- 
ure will increase steadily in the 
subsequent 15 years and may 
reach as much as $500 million in 
the early 1970's. 

For the coal industry this may 
seem a tremendous amount of 
money. But Standard Oil oi New 
Jersey alone last year spent $670 
million on capital improvements 
and coal, as a basic source of en- 
ergy, is on a par with oil. Never- 
theless, in view of the coal indus- 
try’s rather sad financial past, it 
seems fair to ask from whence 


sums of such magnitude might 
come. Overall financial figures 


for the industry are scarce but a 
look at the balance sheets of some 
of the publicly owned companies 


is revealing and suggestive. A 
compilation of 11 such companies 
which last year accounted for 


about 18% of the industry’s total 
output, reveals earnings of $35 
million after taxes. This repre- 
sents a net margin of 6.2% on 
sales of $565 million. In addition, 
depreciation and depletion charges 
yielded $26 million for a total cash 
flow of $61 million. After paying 
dividends of $17 million these 11 
companies retained and reinvested 
$44 million in 1955. Since these 
companies include some of the 
strongest units in the industry, 
these figures should probably be 
projected on an_ industry-wide 
basis at a lower rate. In all prob- 
ability, the bituminous coal indus- 
try is generating and retaining 
funds at a rate of $200-$225 mil- 
lion annually. As the burden of 
expansion will fall primarily upon 
the larger units in the industry, 
not all this flow of cash can be 
considered available for such pur- 
poses. Best guesses seem to indi- 
cate that about half the projected 


annual requirement of $300 mil- 
lion will be derived from internal 
sources and this will be about 
equally divided between earn- 
ings retained after dividends and 
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depreciation-depletion charges. 
The rest, about $150 million will 
be sought in the capital market. 


Financing Needs 


A good part of this requirement 
seems likely to be satisfied by 
long term loans from institutional 
investors, especially insurance 
companies. Since our 11 com- 
panies showed long term debt ac- 
counting for only 10.6% of in- 
vested capital in 1955, the indus- 
try could probably take on fairly 
sizable loans without unduly 
overbalancing capital structures. 
However, some equity financing 
will probably be necessary as well 
as the public offering of debt 
securities. 

Of course, the quality of these 
securities will vary widely from 
company to company. However, 
these factors might be pointed out 
to us affecting the climate of the 
investment market as regards coal 
securities generally. Steadily ris- 
ing demand should provide a 
ready market for the increased 
production afforded by new funds. 
It seems highly improbable that 
the industry will again see excess 
capacity approach the 25% level 
at which operations generally be- 
come unprofitable. Furthermore, 
margins are likely to continue to 
show improvement. Average out- 
put per man day in all mines is 
estimated at 10.9 tons this year. 
The most recently developed 
mines have attained yields as high 
as 30 tons per man day, and the 
latest continuous miners have no 
difficulty in extracting coal at the 
rate of 4 tons per minute. Thus, 
the spectacular rise in productiv- 
ity witnessed in recent years gives 
no indication of leveling off. And 
investment in labor saving equip- 
ment is in a sense self amortiz- 
ing as higher depreciation charges 
are generated. 

The foregoing is not meant to 
imply that the coal industry is 
without problems in facing its 
need for new capital. The most 
commonly voiced concern is in 
reference to depletion charges. 
Percentage depletion is charged 
off at 10% of sales, or 50% of net 
profit from mining before deple- 
tion, whichever is lower. Instead 
of taking percentage depletion, a 
coal company mav elect toe take 
cost depletion, which is based 
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upon the book value. Because the 
00k value is gencrally far below 
replacement value, cost depletion 
would be inadequate to 
finance the acquisition of new re- 
serves. In most cases the percent- 
ige depletion allowance is in- 
idequate to finance the acquisi- 
tion of new reserves either be- 
eause the net profit severely 
limits the percentage depletion 
allowance or, in be- 
‘ause the 10% rate is inadequate. 
f again we refer to our 11 com- 
panies, we find net property car- 
eied at $4.09 per ton 1955 pro- 
luction and combined deprecia- 
ion and depletion charges total- 
ng 32c per ton. This means that 
iet property last vear was charged 
ff at a rate of 7.8% annually. I 
his same were charged 
igainst new mines costing $7 per 
ton, the annual rate would fall to 
+.6%. Actually, of course, our 32c 
‘igure includes depreciation of 
-quipment which would rise with 
che cost of such eguipment so that 
t scarcely seems likely that the 
ate would fall to as low i 


grossly 


some cases, 


of 


Ps te 


aS J‘/c.- 
At this rate, it would take 20 years 
o write off a mine. 

Faster Write-Off Required 

This is considered 
slow considering the inflationary 
rend of the times even though 
“his is about the average projected 
Like other 
ld industries, profits in coal are 
‘Oo some extent the result the 


undesirably 


ife of new mines now. 


of 


low cost of past property acquisi- 
tions, and the industry would be 
healthier financially if it had a 
fester write-off schedule. 

In the past, depreciation and 
depletion have not been as impor- 
tant in the coal industry in 
some others due to the fact that 
coal has not approached the 52% 
tax payout common in other in- 
dustries. Our 11 companies paid 
Federal corporate taxes at a rate 
of 28% in 1954 and 37% in 1955, 
basing the computation of these 
rates on the taxable income after 
deducting depletion. These rates 
reflect past to a large ex- 
tent and may be expected to 1n- 
crease as these losses are charged 
future income. This in- 
clining tax rate will militate 
against net earnings to some ex- 
tent and will, of course, make 
depletion and depreciation more 
significant as sources of funds. 


as 


losses 


against 


Dividend Outlook 

Lastly. we should consider the 
“dividend problem.” The dividend 
payout of the coal industry has 
traditionally been high. In the 
decade 1930-1939 ihe industry 
paid out $134 million in dividends 
while sustaining losses totaling 
$296 million and during the war 
years (1940-1946) dividends of 
$160 million represented 73% of 
the $219 million earned in that 
period. Our 11 companies in 1954 
paid out 66.5% of their earnings 


dividends but in 1955 while 


as 
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cash payout rose from $8 million 
to $13 million the ratio fell to 
49%. The coal industry will prob- 
ably make every effort to main- 
t2in and increase dividends in the 
years ahead in order that their 
securities may enjoy a favorable 
investment environment. Never- 
theless, it seems imperative that a 
larger share of income be retained 
to finance expansion and main- 
tain satisfactory capital structures. 
Overall, it seems more than like- 
ly that lowered costs and_ in- 
creased demand will be sufficient 
to maintain and improve retained 
earnings despite higher taxes and 
probable higher dividends. 

The eagerness with which in- 
vestors have snapped up recent 
offerings of securities by members 
of this industry indicated that the 
investing public is not unaware 
of the improved circumstances of 
bituminous coal. Their eagerness 
seems fully justified in terms of 
the outlook, if not in terms of the 
past history of these companies. 
However, this very enthusiasm 
makes it unlikely that very many 
bargains will be around, and it 
should also be pointed out that 
the industry still faces many 
problems. Not ull companies are 
sharing in the new coal boom and 
investors unaware of the difficul+ 
ties faced by many producers in 
this industry should exercise con- 
siderable caution before commit- 
ting their funds to it. 


VI 
Conclusion 


The bituminous 
long considered a depressed in- 
dustry, is undergoing a vigorous 
recovery. The 1944-54 decade wit- 
nessed consistent deterioration of 
bituminous coal’s position as die- 
selization of the railroads virtu- 
ally eliminated a major segment 
of the market, and oil and natural 
gas made serious inroads into the 
industrial and retail market. The 
evidence now suggests, however, 
that the industry was going 
through a transitional phase. 1954 
production of 392,000,000 tons 
probably represented the low 
point of the downward trend ini- 
tiated in 1947. 

The resurgence 
coal production is 
part to increasing 
electric utilities. 
petite for 
pears to 
utilities, 


coal industry, 


bituminous 
due in large 
Cemand from 
The nation’s ap- 
electrical energy ap- 
he insatiable. Electric 
which in 1955 consumed 
140 million tons of bituminous 
coal, are estimated to need well 
over 400 million tons by 1980. 
Although atomic will 
provide some fuel for electric 
power production in the future, 
even the most optimistic esti- 
mates contemplate that not more 
than 10-20% of total electric 
energy will be atom fueled by 


of 


energy 


1970-75. Since electric power 
growth may be well in excess of 
our present expectations if present 
trends continue, there have been 
no adjustments made in our es- 
timates for any substantial com- 
petition from atomic power. 

The second source of increasing 
demand for bituminous coal will 
stem from the _ steel industry’s 
current prospective ex pansion 
program. While the demand for 
coal from railroads and for retail 
trade cannot be expected to show 
any growth, its present level is 
so low that further losses can only 
be minor. 

The total domestic consumption 
of coal in 1955 was 423 million 
tons. It can reasonably be esti- 
mated at approximately 750 mil- 
lion tons in 1980. 

The export market for coal has 
been given a tremendous boost 
from the dynamic postwar re- 
covery in Western Europe and 
with its growing shortage of 
power to create energy. Political 
events in the Middle East. ex- 
change problems, the coal-oil 
price relationshin and the sneed 
with which atomic energy can be 
generated, all have a bearing on 
the amount of coal to be immorted 
by Western Europe. In spite of 
these uncertainties, it can be rea- 
sonably estimated that the U. 8S. 
export market for coal, which will 
total approximately 60 million 
tons in 1956, will exceed 125 mil- 
lion tons in 1980 more than 
double the present market. 

It is apparent that reserves of 
coal in the United States are 
gigantic whether reserves are con- 
sidered as all the coal in the 
ground or only that coal which 
can be recovered by present min- 
ing methods. The present eco- 
nomically recoverable reserves 
alone would be sufficient to sus- 
tain preduction at the current 
level for some five hundred years. 
If the reserves which could ulti- 
mately be recovered at higher 
nvices are talen into considera- 
tion, the country has enough coal 
to last two thousand years. It 
chou'd be remembered. however. 
that these reserves include cool of 
all ranks. a subetontial on 
being subbituminous and litnite. 
However, increasin® importance 
of these reserves of lower rank 
coal seems inevitable as gasifica- 
tion and hydrogenation of coal 
are developed. 

There is little question thot the 
trend to greater mechanization o! 
mines will continue, spurred bv 
higher wages, developmert of 
more efficiont eouin~™ent and ris- 
ing production demand. 


norte 


Although efforts on the part o*% 
both producers and consumers o* 
will continue to be made to 

the increasing F coal 


a oa1 
limit cost of 


transportation by the railroads, it 
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appears unrealistic to expect any 
possibility of a future reduction of: 
this cost, which almost equals the 
average mine cost per ton. 

There exists a difference of 
opinion as to how rapidly coal 
chemistry will develop in the near 
term. An officer of one of the 
leading coal companies within the 
last month has stated that founda- 
tions are presently being laid ior 
a whole new source of liquid 
hydrocarbons which in turn will 
open up many new frontiers for 
chemical processing. 

The reader of this report must 
inevitably come to the same con- 
clusion of the committee—that the 
near and long term future of the 
Bituminous Coal Industry is a 
bright one. 


With Mitchum, Jones 


(Special to THE FINANCIAL CHRONICLE) 
LOS ANGELES, Calif. — Leon 
H. Grayson has become connectcd 
with Mitchum, Jones & Temple- 
ton, 650 South Spring Street, 
members of the New York and 

Los Angeles Stock Exchanges. 


Two With Shelley, Roberts 


(Special to Tue Financia CHRONICLE) 
BEVERLY HILLS; Cali f£.— 
Bruce G. Hines and Ewdard D. 
Wright have become connected 
with Shelley, Roberts & Co., $486 
Santa Monica Boulevard. 


Three With Sterling 

(Special to THE FINANCIAL CHRONICLE) 
LOS ANGELES, Calif.—Eleanor 
G. Ureher, Hratch A. Kludjian 
and Elmo K. Moen have been 
added to the staff of Sterling Se- 
curities Co., 714 South Spring St. 


With Sutro & Co. 
to Tur FINAn 
LOS ANGELES, Calif. — Theo- 
dore B. Holmes has become asso- 
ciated with Sutro & Co., Van Nuys 
Building. He was formerly with 
Shearson, Harmill & Co. 


(Special IAL CHRONICLE) 


Wal-to~ Adds to Staff 
(Snecial to THE FINANCIAL CIHTRONICLE) 

LOS ANGELES, Calif.—Robert 
Witton has been edded to the staff 
cf Walstcn & Co., Inc., 550 South 
Spring Street. He formerly 
with Shearson, Hammill & Co. and 
Daniel Reeves & Co. 


Was 


Joins Jensen Stromer 


(Special to THr FInNanctat CHRONICLE) 
MARYSVILLE, Calif. — Eugene 
FE. Converse is now with Jensen 


& Stromer, 426 East Fifth Street. 
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SEC’s Impact on Capital Markets 


the public been bilked. But the 
public must also learn not to buy 
the proverbial “gold brick.” The 
tragedy from the standpoint of the 
public investor is that the widow. 
the wage earner. the person of 
small income is often the victim 
of the “boilerroom” salesman. Tne 
‘Commission will welcome every 
help from the public in reporting 
to us frauduient transactions anu 
in using common sense in their 
securities transactions. 


Problem of “Claimed Exemptions” 


Third, the problem of sales of 
unregistered securities based on 
claimed exemptions. A substantia! 
but undetermined number of se- 
curities have been sold in viola- 
tion of the registration and anti- 
fraud provisions of the Securities 
Act pursuant to claimed exemp- 
tions which, in fact, were not 
available. We believe that these 
sales have been made in the main 
under claims of exemption. pur- 
suant to the so-called “private of- 
fering’ exemption and the intra- 
state exemption. In most of these 
cases the Commission has no 
means to discover facts showin* 
the unavailability cf a particular 
exemption until it receives. 
months after sales have been 
made, reports or complaints from 
unwary public investors who have 
been “taken” for substantial sums. 

Further complicating the Com- 
mission’s problems in tis area 
has been the fact that an increas- 
ingly large number cf securities 
claimed to have been issued pur- 
suant to these exemnvtions have 
been transferred to United States 
citizens through Canadian, Swiss, 
Lichtenstein, and other foreign 
financial institut'ons, under fr- 
eign laws which preclude the 
Commission from tracing the 
transactions in which the securi- 
ties have publicly been sold or 
determining the availability or 
unavallability of the exemption. 

We have increased our efforts 
to make factual discoveries of 
sales made without registration at 
the earliest opportunitv in order 
to determine the availabilitv or 
unavailability of these exemptions 
und thus to take legal action. 


Canadian Sales 


Fourth, the problem of illegal 
sales from Canada. The Commis- 
sion has been concerned about the 
illegal sale of issues in the securi- 
ties markets of the United States 
by issuers and broker-dealers lo- 
cated in Canada. These transac- 
tions have appeared to _ reach 


public investors in the United 
States as a result of primary dis- 


tributions effected on Canadian 
securities exchanges cr through 
Canadian brokers and _ dealers. 


Although it is not possible, as a 
matter of jurisdiction, to reach a 
Canadian issuer or a_ broker- 
dealer. we are reviewing more 
closely the activities of broker- 
dealer tirms in this country sus- 
pected of participating in the 
illegal marketing of Canadian se- 
curities cr of American securities 
sold through Canadian sources in 
orcer to protect United States 
public investors mcre effectively. 
We receive fine cooveration from 
Provincial law enforcement oifi- 
cials, but the viriual nullification 
by a Canadian court decision of 
the 1952 securities fraud amend- 
ment of the Canadian Extradition 
Treaty has seriously, perhaps 
fatally, impaired our ability to 
provect the American people from 
securities irauds originating in 
Canaca. 

Fifth, the problem of the “front 
money” racket. Unaer the Com- 
mission’s exemptive regulation for 
new issues not over $300.000 ip 
ary.ount, and sometimes under reg- 
istraiicn, “rings” have develooe? 
through which groups of pro- 
moters, dealers, attorneys, and en- 
gineers colleborate in the creation 
of 2 series cof companies primarily 
employed to ‘“‘manu‘acture” secu- 
rities for public sale in the guise 


cf legitimate promotions. O/sten 
these facts have not been devel- 
oped or discovered until after 


public investors have bought se- 
curities which have littie or no 
actual value. These various trans- 
actions frequently have been care- 
fully timed so that it 1s difficult 
to relate one 
even though a particular issue 
may have been part of a scneme 
of the character mentioned. Under 
our recently revised exemplive 
1egulation, the Commission now 
requires disclosure of the names 
of all such individuals, and our 
field office investigative work has 
been stepped up. 


“No Sale” Doctrine 


Sixth, the preblem of evasion 
of the registration requirements 
through the ‘no sale” doctrine. 


By a long-standing interpretation, 
certain types of corporate merger, 
consolidation, reclassification of 
securities and acquisition of essets 
of ancther persen, under which 
additional stock has been issued 
in conformity with the statutory 


issue with another 
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provisions of the state of incor- 
poration, have been deemed not 
to constitute a ‘‘sale” of a security 
subject to registration. This ‘“‘no 
sale”’ rule, as it is called, has been 
used by numerous issuers, do- 
mestic and foreign, to distribute 
securities in violation of the reg- 
istration provisions presenting 
similar problems as faced under 
the “‘private offering” and “intra- 
state” exemptions. We recently 
released a notice of a proposed re- 
vision of the ‘no sale” rule which 
is Cesigned to preclude its avail- 
ability in such cases. 

Seventh, the problem of pro- 
motional stocks. In addaditicn to 
the problems created by the sale 
of promotional uranium stocks, 
the Commission has been con- 
cerned with the sale of new in- 
surance company securities in 
both exempt and registered is- 
sues, whicn have given tne ap- 
pearance of involving abuses or 
probable violations, necessitating 
thorough investigation. 

The enforcement program has 
to be related to the compiex ana 
ever-changing pattern of the se- 
curities markets. The facts con- 
cerning the business, property, 
ana financing of a corporate issuer 
must be ascertained and relate< 
to the representations mace to in- 
vestors. Investors must be iden- 
tified and interviewed. Books and 
records of brokers, dealers, issuers 
und others must be examined and 
analyzed. Frequently, securities 
must be traced through intricate 
channels to ascertain whether 
they have been offered by an is- 
suer or underwriter in violation 
of the registration requirements 
of the acts. The information thus 
obtained must then be developed 
in a form which will permit its 
introduction in evidence in legal 
proceedings. 

The Commission has instituted 
a substantially increased number 
of stop-order proceedings and 
suspension orders with respect to 
new issues. Each of these has 
been preceded by an investigation 
und, in many instances, has re- 
quired a formal administrative 
hearing. Tnese actions have in- 
volved the establishment of facts 
and the obtaining of testimony. 
Securities, which, if sold, would 
have defrauded the public have 
thus been kept off the market. 

Careful and 
usually over a 


painstaking work 
period of many 
months must precede civil or 
criminal action by the Commis- 
sion in the courts. In a few cases 
the work of the Commission has 
led to restitution to public inves- 
fors; in others, violations have 
been discovered in time to prevent 
serious injury to the public; and 
in others, violators have been 
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forced out of business or pros- 
ecuted. 


Relates Securities Industry te SEC 


“Where does the securities in- 
dustry fit into the Commission’s 
enforcement program?”, you may 
ask. After all, you are engaged 
in the securities business. “It is 
the Cummission’s job to police the 
business,” you may think. That 
might be true if it were not for 
the common interest we share, 
the interest of the investor. 


Certainly the securities industry 
has had great success with the 
investor in the last three years. 
Otherwise you would never have 
sold $33 billion of registered se- 
curities in that period. The figure 
pays tribute to the energy of cor- 
porate mangement and the skill 
the investment business has 
brought to the job of providing 
capital for industry. Equally im- 
pressive figures reflect stock ex- 
change trading volume and, if 
Gata were available, there would 
be big figures for over-the- 
counter trading. The tremendous 
market activity speaks eloquently 
of the vast public acceptance of 
our capital formation and market- 
ing processes and of the role 
which the securities industry has 
played. They might lull you into 
thinking that all is well, that in- 
dustry and the public have learned 
the lesson of the 1920’s, that the 
securities industry and the Com- 
mission may now relax. 

Neither the securities industry 
nor the Commission can afford to 
1elax. For in those big new issues 
and big trading figures are con- 
cealed many human tragedies, for 
which all of us, the securities in- 
dustry, the Commission and the 
investors themselves, share re- 
sponsibility. In those big new 
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issues figures lurk many an issue 
brought to market by irresponsi - 
ble promoters and underwriter: 
who should be barred from par- 


ticipation in the vital capite+* 
formation process. In those biz 
trading figures are concealect 
countless transactions in whic! 


peoples’ savings have been stole: 
by unscrupulous salesmen, ‘boil 
erroom”’ operators, brokers anct 
promoters and corporate “in- 
siders.”” Many of these will un 
doubtedly be brought to justice 
But the unfortunate, the tragic, 
aspect of law enforcement is thr« 
it takes the form of pursuit an: 
punishment of wrongdoers an 
not the prevention of loss to th 
unwary. Most of the many mil- 
lions of dollars which investor: 
have lost will not be recovered. 
even though we may be able t 
punish the wrongdoers, to put ou. 
oft the securities business thos. 
who, by sharp practice, cast dis - 
credit on the vast majority whce- 
abide by high standards and t 
minimize losses by warning th» 
public. 


oo 


Appeals for Re-Examination 


Just as this is a time when th’ 
Commission clearly must increas’: 
its enforcement activities, so thi 
is a time for the securities indus 
try, and the industry’s variou 
segments—such as the stock ex- 
changes, their member firms, tk 
National Association of Securitie: 
Dealers and its members an 
other over-the-counter dealers f » 
engage in self-appraisal and re 
examination of their responsibili 
ties. 


? 


>. 


_ 


Let me ask a few questior 
which will highlight the prob 
lem of enforcement as it affect: 
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SEC’s Impact on Capital Markets 


the Comn 
securities industry. I “the 
whole securities industry” be- 
cause obviously the problems are 
not specifically identified with 
this or any association or organi- 
zation in the securities industry 
but affect all who engage in the 
securities business. 

When brokers and dealers learn 
of a securities violation, do they 
always let the Commission know, 
so that we can promptly set in 
motion the complicated processes 
by which the lawbreaker can be 
put out of business or punished? 

When a firm participates in the 
distribution of a large block of 
unregistered stock, is a careful in- 


the 


Say 


and whole 


1Ission 


determine that is 


available? 


an exemption 

When a sudden, big rise or fall 
in the price of a security is ob- 
served, which might suggest il- 
legal manipulation, is the Com- 
mission informed so that we may 
take prompt action to determine 
whether illegal activity in 
process? 

Is false and 


is 


unreliable infor- 
mation given to investment let- 
ters, tipster sheets or investment 
counsellors by persons participat- 
ing in distributions so as to make 
it easy to unload blocks of secu- 
rities on the unsuspecting public? 

In underwriting offerings of 
new or unknown enterprises, do 
the persons distributing the secu- 


vestigation of the facts made to rities always make sure that the 


| 
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prcemoters can be depended on to 
use the funds for proper and le- 
gitimate corporate purposes and 
not to line their own pockets? 

Are phony mergers entered into 
for the purpose ot creating a flood 
of stock in the hands of “‘insiders’ 
who, through nominees and de- 
vious transactions, channel that 
stock to the public in purported 
reliance cn exemptions? 

Finally, from time to time we 
learn of concealed participations 
in “inside” transactions which 
give persons connected with the 
securities business an advantage 
over the public investor, and I 
ask if this will not inevitably 
hurt the securities business as a 
whole. 

We of the Commission deeply 
appreciate the cooperation whicn 
industry organizations, including 
this organization, give us in deal- 
ing with these problems. We must 
necessarily hope for the further 
enhancement and_= strengthening 
of that sense of common respon- 
sibility which the securities busi- 
ness must share with us. 

So much for our enforcement 
program. There are other aspects 
of our administrative program 
that have been continuing over 
a long period of time toward 
which your Association has made 
a vital contribution. 


Long Needed Amendments 

During 1953 and the early part 
of 1954, the efforts of the Com- 
mission and the securities indus- 
try, including your Association, 
to present a program to the Con- 
gress of certain long needed 
amendments of the Federal secu- 
rities laws succeeded. 

Of particular significance were 
the amendments which made pos- 
sible the offering of securities 
pricr to the effective date of a 
registration statement but re- 
tained the statutory prohibition 
against sales until after the ef- 
fective date. Also important were 
the amendmerts which permitted 
the Commission to adopt rules 
providing for more informative 
types of securities advertising. 

One amendment 
one year to 40 days the period 
during which dealers must de- 
liver prospectuses for new issues 
unless the dealer is still engaged 
in the distribution. 

These amendments have had 
the desirable effect of simplifying 
your day-to-day activities under 
the statutes and removing doubts 
which had existed prior to the 
amendments as to the legality of 
certain activities of dealers and 
underwriters in connection with 
ithe distribution of new _ issues. 
This result has been achieved and 
has worked well without dimin- 
ishing in any way the basic in- 
vestor protection. 

One amendment of the Securi- 
ties Act, wnich was urged most 
strongly by the securities indus- 
try, authorizes the Commission 
by rule to permit the use of a 
summary prospectus. 


reduced from 


New Trial Summary Prospectus 
Rulings 

This problem has received long 
and careful study by the Com- 
mission since the 1954 amend- 
ments. On Nov. 23, 1956, the 
Commission adopted a new rule 
(Rule 434A) which provides for 
the use of a summary prospectus 
by certain issuers under certain 
conditions. 

In adopting this rule, we have 
proceeded slowly intentionally. 
A summary prospectus may be an 
instrument of great good in pro- 
viding information to investors 
during the 20-day statutory wait- 
ing period. On the other hand, 
it may become an_ instrument 
which will bring discredit upon 
the whole process of marketing 
securities under our system if it 
is not handled with care. Its use- 
fulness, effectiveness and desir- 
ability largely depend upon the 
sense of responsibility of the in- 
vestment banking profession. 

The Commission has always 


been convinced that wider public 
understanding and public knowl- 
edge concerning corporations 
bringing new issues to market 
was desirable and would redound 
to the benefit not only of the 
purchasers of securities but also 
issuing corporations and_ their 
underwriters. We have been cog- 
nizant of the fact that the pre- 
liminary or “red herring” pro- 
spectus perhaps did not reach as 
vide a group of understanding 
readers as might be desired. Your 
Association has urged that it 
would be in the public interest 
to provide a shorter summarized 
document which could be mailed, 
printed in newspapers and other- 
wise distributed to the public 
during the waiting period, which 
would be more likely to be read 
end understood by the public and 
which could be widely distributed 
by the sellers of securities at a 
reasonable cost. 

Though agreeing with your ob- 
jectives, the Commission has also 
recognized the dangers of over- 
simplification and omission which 
inevitably accompany summari- 
zation and condensation. Fur- 
thermore we want no part of a 
movement which might seem to 
be in the direction of the short, 
uninformative and frequently 
misleading one-page advertise- 
ments and brochures which ad- 
vertised for public sale some of 
the issues of the 1920's. We feel 
that any summary prospectus 
should be prepared by the cor- 
poration offering the _ securities, 
and must be filed with the Com- 


... Thursday, December 13, 1956 


mission and reviewed 
conformity and consistency with 
the basic facts which the sum- 
mary prospectus purports to sum- 
marize. The Commission believes 
that initially, at least, a sum- 
mary prospectus should be used 
only by corporations which have 
previously filed either a regis- 
tration statement or annual re- 
ports with the Commission, so 
that its business and financjal 
affairs have been previously dis- 
closed to the public and its filings 
previously examined by the Com- 
mission. 

The rule which has just been 
adopted authorizes the use of a 
summary prospectus by corpora- 
tions which file on a general reg- 
istration form (S-1) or the form 
for institutional grade debt secu- 
rities (S-9) and which at the time 
of filing are required to file re- 
ports with the Commission be- 
cause of registration of a previous 
issue for public sale or for listing 
and trading on a national securi- 
ties exchange. 

The summary prospectus rule 
has been adopted for trial. If we 
find it works well and serves the 
purpose for which it is intended, 
we may broaden the scope of the 
rule to other classes of issuers. 
On the other hand, if we find 
the contrary, we will consider re- 
vising the rule to limit its appli- 
cation. 

It is our hope that the summary 
prospectus will be used to secure 
that broad dissemination of in- 
{formation about new issues which 
you and we have always heartily 
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endorsed, and which is consistent 


with the original policy of the 
Act to get information to pro- 
spective investors during the 


waiting period. We hope that the 
summery prospectuses prepared 
will be fair, honest and adequate. 
Abuse of the rule must inevitably 
lead to the use of the suspension 
power reserved to the Commis- 
sion in the amendment to the 
Statute. If it becomes necessary 
for the Commission to exercise 
the suspension power with any 
frequency, it will be difficult for 
the Commission to continue the 
rule in effect, so we hope that 
the investment banking profes- 
sion will do all in its power to 
make the summary prospectus 
rule work well in the interest 
of the public investors. 


How to Achieve Free Market 


Finally, now are the statutory 
objectives, the policies and pro- 
grams of the Commission and the 
proper functioning of our capital 
markets affected by your respon- 
sibility and ours to see that these 


markets justify the continuing 
confidence of the American in- 
vesting public? 

The Congress made an ex- 


tremely important legislative de- 


cision in the Federal 
laws which should aiwa 
membered in considering the re- 
spective responsibilities of the 
Commission, of the securities in- 
dustry and corporations and 
others subject to the securities 
laws and of the investing public. 


securities 
ys be re- 


This decision gives emphasis to 
the word “free” when we _ use 
“free” in describing the securities 
markets and in speaking of the 
‘free’? enterprise system. 
Freedom cannot thrive unless 


Let us 
responsi- 


is assumed. 
respective 


responsibility 
look at our 
bilities. 
First—The responsibility of the 
investor. In the Federal securi- 
ties laws the Congress clearly leit 
to the public investor the ultimate 
responsibility for his investment 
Gecisions. The public, particularly 
in this era of great prosperity, 
must not blame Government or 
industry for bad or foolish in- 
vestment decisions, unless Gov- 
ernment or the securities industry 
have failed to shoulder their 
tasks. The person who loses 
money in uninformed or unwise 
speculation cannot, after he has 


lost, shift the blame from him- 
self. There is no more of a hedge 
in the securities laws against 








RODMAN 








Members: 
New York Steck Exchange, American Stock Exchange ( Assoc.) 
Midwest Stock Exchange, Chicago Board of Trade 
Chicago Mercan.ile Exchange 


209 SO. LA SALLE ST. 


Telephone DEarborn 2-0560 
Teletype CG 2296 


RENSHAW 


CHICAGO 4 











MUNICIPAL BONDS 





Since 1885 





We have. specialized 


distribution of Illinois 


Field Building 








in 
municipal 
years, and offer you experienced, prompt service. 


H. C. Speer & Sons Company 


ESTABLISHED 1885 


CHICAGO 3 
Telephone — RAndolph 6-0820 


and 


for 72 


the underwriting 
bonds 


135 So. La Salle St. 











Telephone 
DEarborn 2-6: 











NONGARD & COMPANY > 


INCORPORATED 


105 W. Adams St., Chicago 3 


Underwriters and Dealers 


MUNICIPAL and PUBLIC REVENUE BONDS 


Illinois 


vs 














.. The Commercial and Financial Chronicle 


stock prices going down. than 
there is a guarantee that a “bull 


market” will go on forever. 
Second — The responsibility of 
the securities industry and the 
corporations and others subject to 
the securities laws. Responsibil- 
ity for the accuracy and adequacy 
of the information about corpora- 
tions registering securities for sale 
or for listing and trading rests 
squarely on the corporations, 
their officers, directors, attorneys, 
accountants and other experts, 
subject to civil and criminal pen- 
alties for failure properly to as- 
sume that responsibility. Respon- 


sibility likewise rests on the 
brokers and dealers, stock ex- 
changes, dealers’ associations, 


holding companies and investment 
companies to abide by the stand- 
ards of the Acts. 

Third—tThe responsibility of the 
Commission. Our responsibility is 
both positive and negative. Af- 
firmatively, it is our job to see 
to it that the responsibility of 
those subject to our jurisdiction is 
assumed by them, in other words, 
that the securities laws are com- 
plied with. But, on the other 
hand, we have no authority to ap- 
prove or disapprove securities is- 
sues. It is the public investor that 
the Federal securities laws seek 
to protect, but the protection af- 
forded is to put the investor in 
an informed position to make his 
own investment decisions, to as- 
sure him free and fair markets, 
but not to prevent him from mak- 
ing his own investment decisions 
and not to have a Federal agency 
make his decisions for him. 

The Federal securities laws do 
not, and, I hope never will, give 
the Commission power to pass on 
the merits of securities. If the 
responsibilities of the Commission, 
industry and the public are 
shouldered, the Congressional ob- 
jectives expressed in the securi- 
ties laws wil be achieved, public 
confidence in the capital markets 
as a medium for investment of our 
people’s savings will continue to 
grow, and the capital so vitally 
needed by our free enterprise in- 
dustrial system will be provided. 

The success of our free enter- 
prise system cepends on_ the 
proper functioning of our capital 
markets. Net corporate capital 
investment from securities sales 
is presently at a rate between $7 
and $8 billion annually. 

If the confidence and faith of 
the American public in the capital 
markets is to be maintained so 
that the essential supply of capital 
can be continued at the high rate 


anticipated by present estimates 
of industrial production, with 
their resultant high standard of 


living for our people, it is essen- 
tial that the policies and programs 
of the Securities and Exchange 
Commission in supervising the 
cepital markets in accordance 
with the standards of the Federal 
securities laws successfully go for- 
ward. The work of the Commis- 
sion will help to justify and main- 
tain investor confidence in the in- 
tegrity of the capital markets and 
thus contribute to the success of 
our free enterprise system and the 
welfare of all our people. 
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Dale Welch V.-P. of 
First of lowa 


DES MOINES, Iowa—Dale D. 
Welch has been elected a Vice- 
President of First of Iowa Corpo- 


Chicage Inv. Women 
To Hold Xmas Party 


CHICAGO, I11.—The Investment 
Women of Chicago will hold their 
15th annual Christmas Party in 


ration Equitable Building. Mr. Charter Hall at the Chicago Bar 
Welch will represent the firm in Association, 29 South La Salle 
Dubuque, Iowa. Mr. Welch has Street, at 5:15 p.m. on Thursday 
been associated with the firm for Dec. 13. . 
many years, in Hastings, Neb. 
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Meeting the Nati 


e 44 
Ol Leo 


capital. JT 


spectable return 4% On Our 
total invested 
vested capital 


which include all our 


hat in- 
represented by 
prop- 
and equipment, 1.e., 
works, raw material and 
transportation properties, ship- 
vards and fabricating works. Those 
physical assets having an original 
book value of $1,726,000,000 are 
carried at $737 million net after 
depreciation, depletion and amor- 
tization, or only about $37 per ton 
of ingot capacity as of Dec. 31 
last year. 


1S 
assets 
erty, 


steel 


plant 


The question arises as to how 
we are going to add new steel 
capacity costing only, say, $100 
per ton today and perhaps $300 
per ton or more tomorrow and 
maintain an adequate return on 
investment. This is a question 
which confronts the entire steel 
industry. 

One of our officials put the 
matter this way the other day. 
Given a 90% operation, with the 
current price structure and a 
representative mix of rolled steel 
products, a million tons of ingot 
capacity would produce billings of 
some $85 million. Take a profit 
margin on sales such as Bethle- 
hem had last year—8.5 cents net 
income per dollar of total rev- 
enues—and your net profit per 
ton is around $7 per nct ton of 
ingot capacity, which isn’t too 
good a result on an investment 
of $100 per ton and three times 
as bad if the investment is $300. 
Since we may assume that new 
facilities will be more efficient, 
the $7 figure could be raised some- 
what, but the story would remain 
essentially the same. 


Serving the Total Econemy 


What is the answer then? It 
seems clear to me that there is no 
one answer because all the inter- 
ests mentioned become involved 
in the solution. One premise we 
should start out on and have 
clearly in mind is that whatever 
is done should be for tre good 
of the whole. In other words, we 
are talking about expansion to 
meet growing needs and the ob- 


on’s Steel Needs 


to serve better Ou! 
which if 
all 


should 


is 
onomy 
should benefit 

The investor expect a 
easonable return on any new 
vestment and not be subjected 
1 decrease in the value of 
noney now in the business. 

The customer should expect to 
pe able to get more steel to meet 
growing requirements and at rea- 
sonable prices. 

Labor should expect to 
from the creation of more 
and increased productivity. 

The country as a whole should 
benefit from greater growth, vol- 
ume and earning power. 

It is not logical to expect that 
our customers, and in consequence 
the rest of the economy, should 
be saddled with the whole finan- 
cial burden of a necessary expan- 
sion. More realistic pricing is 
obviously part of the answer. But 
pecause new, high-cost facilities 
will be only a small part of total 
facilities, these necessary price 
adjustments for this purpose need 
not be drastic. A relatively smal] 
increase in earnings per ton 
spread over all products” will 
maintain or improve the return on 
investment. 
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Government Responsibility 

One great assist which our Gov- 
ernment made was through the 
accelerated amortization route, 
permitting for tax purposes de- 
ductions of a large part of the 
cost of new facilities over a 5-year 
period in lieu of the normal de- 
preciation rate. This has been 
very helpful in returning cash to 
keep the ball rolling, but under 
existing Government policies it is 
being denied to the steel industry 
for the future expansion program. 

If accelerated amortization is 
denied, net reported earnings to 
the stockholders will, of course, 
be higher, but because Federal 
taxes on income will also be 
higher, cash earnings—the source 
of funds for expansion and divi- 
dends—will be lower. There are 
obvious limits to the amounts of 
bonds and equity securities that 
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to reduce expansion plans. 


only other source of h 
would be to reduce dividends—a 
policy which would be- most 
shortsighed because it would fore- 
close the possibility of equity 
financing. 

You can well appreciate that 
we are going to need understand- 
ing help on a lot of fronts. We 
have a colossal job to do, and we 
want to do that job within the 
context of our free system. 
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Management Responsibility 

Each of us has a duty to combat 
inflationary pressures and we in 
the industry are deeply conscious 
of that duty. We intend to do 
everything possible to make our 
contribution through more effi- 
cient operation and thereby offset 
as much as possible the growing 
employment costs. 

I want to expand this point be- 
cause I feel it is of utmost impor- 
tance. There are two areas where 
management in the steel industry 
has a very clear-cut responsibility 
for unremitting effort and prog- 
ress, namely, increasing the ef- 
ficiency of the operation and 
holding our unit employment costs 
reasonably stable. The latter 
means keeping increases in wages 
in reasonable relationship to in- 
creases in productivity. 

I beleve | can say for the whole 
industry that very tangible prog- 
ress has been made in the post- 
war years on the technological 
front. Today, more and more ef- 
fort is being put into research and 
the development of new and more 
efficient processes. In addition, 
some significant steps have been 
made in the right direction on the 
employment-cost front as weil. 


Man-Hours Output Study 

Just recently, as many of you 
are aware, the Bureau of Labor 
Statistics released its study on 
man-hours per unit of output in 
the basic steel industry of the 
United States. This is the first 
forma] look that we have had in 
recent years at productivity trends 
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advance as 
whole is achieving. 
large part increase re- 
technological advances 
which have resulted from the 
money that has been invested to 
make more steel more efficiently. 
As the study also points out, 
there is a human factor here 
which is impossible to pin down 
to any figure. This human factor 
is expressed, as the study puts 
it, and I quote, * in the effort, 
skill, organization and application 
of both management and iabor. 
Adoption of technological im- 
provements is enhanced by a 
work force which has the capacity 
and willingness to learn, change 
and adapt.” I certainly have no 
quarrel with that statement. 
Very wisely, I believe, the Bu- 
reau of Labor Statistics didn’t un- 
dertake the job of deciding how 
much of the industry’s productiv- 
ity gain is due to the human 
factor and how much is attribu- 
table to better machines and 
techniques. Deciding that one is 
not the proper function of BLS. 
But living with this problem is 
something that is very much on 
the minds of those responsible for 
decision in the American steel 
industry, for here is where man- 
agement’s responsibility to em- 
ployees, owners, customers and 
the nation comes into sharp focus. 
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Wages and Productivity 

The economist, Sumner H. 
Slichter, put it this way not long 
ago: “In recent years the engi- 
neers and managers have raised 
output per man-hour faster than 
ever before—about 3% a year for 
the economy as whole. But wages 
and fringe benefits in the years 
1955 and 1956 have been rising at 
an even faster rate—roughly 5% 
a year. Evidence supports the 
view that the long-run movement 
of labor costs, and hence the price 
level, will be upward.” 

Let me assure you that this in- 
sidious trend of labor costs to 
exceed productivity gains was 
very much in the minds of the 
managers of the American steel 
industry as the time for negotiat- 
ing this year’s labor contracts 
approached. 

In a private economy, there is 
no room for doubt that if wage 
costs rise faster than productivity, 
unit costs go up and the prices 
of goods will increase, The record 
of the period immediately prior to 
World War II and the period after 
the war shows that money wages 
rose faster than productivity with 
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resulting increases in unit labor 
osts. The result is that the dollar 
been cheapened large 
portion of the apparent wage gains 
has been wiped out. 
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Steel Labor Considerations 
It seemed clear to those of us 
in the steel wage negotiations that 
we had before us a set of major 
considerations which involved the 
long-term best interests of em- 
ployees, stockholders, customers 

and the country. These were: 


To secure a long-term contract 
—five years if possible but no less 
than three. 

To try to get employment costs 
in more realistic relationship with 
productivity, since not only em- 
ployees, but also stockholders and 
consumers are entitled to share in 
the benefits of productivity in- 
creases. 

We wanted to stabilize labor 
costs so that the companies could 
go ahead with expansion programs 
to produce enough to meet the 
needs of our customers. 

We wanted to avoid the eco- 
nomic wastage of strikes every 
year. With the threat of strikes re- 
moved, our customers could count 
on steady supply and could sta- 
bilize their inventories. As sup- 
pliers, we wouldn’t be faced with 
such sharp peaks and valley of 
demand, and our operating costs 
would benefit from a more con- 
stant rate of production. 

Finally, we thought it a good 
idea from every point of view that 
the economic conditions of em- 
ployees be stabilized so that they, 
too, could plan ahead. 

These were the matters most on 
our minds when we went into ne- 
gotiations with the Union. I sub- 
mit that they should have been 
the Union’s major considerations 
as well, for the seeming conflict 
of interest disappears when you 
take a good, hard look at it. As 
the manager of a large enterprise, 
I want our employees to make 
larger and larger “real’’ incomes, 
not just more dollars of steadily 
diminishing worth. I want our 
prices to customers to be as low as 
possible. And I want the enter- 
prise to earn enough to give the 
owners a fair return. I do not be- 
lieve there is any inconsistency 
in those objectives. 

However, these objectives can- 
not be achieved if one party must 
be served at the expense of others. 
Our era calls for industrial states- 
manship. It also calls for states- 
manship on the part of labor lead- 


ers. I recognize that organized 
labor is having its growing pains, 
and that there are competitive and 
political pressures which compli- 
cate the lives of labor’s leaders. 
These men have their very real 
problems too, but they also wield 
very great power, and with power 
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comes responsibility or the result 
is very real trouble. 


Labor Supply and Demand 


One of the basic reasons for la- 
bor’s strong position today was 
recently summed up by Dr. Lionel 
D. Edie in a study of population 
trends. He points out that during 
the decade of the ’50s the number 
of people of working age will in- 
crease by only 6% while the num- 
ber of people of nonworking age 
under 16 and over 65 — will in- 
crease by 36%. In other words, 
we have a Supply-demand factor 
at work here which is bound to 
have its impact on wage patterns. 

Dr. Edie states that this supply- 
demand situation is the reason 
why the labor unions are able to 
negotiate an excessive wage pat- 
tern in this period of the middle 
fifties. He says that this is a time 
when wages will increase in each 
year about 142% more than will 
productivity. In turn, this means 
that the all-commodity wholesale 
price index will increase some 
15% during the decade we are 
now in. 

Given statesmanship and genu- 
ine responsibility on the part of 
industry, labor, and government, 
we can hope that this self-defeat- 
ing wage-price spiral can be held 
to more moderate proportions. It 
is pretty close to a sure thing that 
if such responsibility is lacking, 
inflation may gain more ground 
than Dr. Edie predicts 





Progress on Employment Costs 

I am not sure just how economic 
historians of the future may look 
on the results of the 1956 steel 
wage negotiations, but I have a 
feeling that some victories for 
good. sense were won. I know the 
idea of a long-term contract ap- 
peals to the man in the mill—and 
to his wife. And it seems clear 
that the necessity of restricting 
future wage increases in general 
to the nation’s increasing ability 
to.turn out goods and services 
now has wider acceptance. In ad- 
dition, the idea that consumers, 
stockholders and the public gen- 
erally ought to share in this in- 
crease, as they should, has gained 
currency. 

We did win three years of peace 
on the labor front and I think we 
have made some points which will 
pay off in the future—for every- 
one involved. But our sense of 
concern about our responsibilities 
to all parties. will have to be 
shared by union leadership if that 
is to come to pass. 

We simply can’t do the job alone. 
We particularly can’t do the job 
alone if in addition to the pres- 
sures - applied at the bargaining 
table we are subjected to pres- 
sures from government to settle 
on terms which are not consistent 
with the best interests of everyone 
involved. That has been known 
to happen. 


The Postwar Record 

Now I have had a good deal to 
say about management’s responsi- 
bilities and about the problems we 
face. Perhaps I may have created 
some apprehensions that these re- 
sponsibilities and problems are so 
serious as to defy solution —at 
least from the investors’ point of 
view. If that is so, I do not want 
to leave any such false impression 
with you. 

Problems are always 
usually looking a lot worse in 
prospect than they do in retro- 
spect. If we face greater respon- 
sibilities and problems we do so 
with the benefit of more experi- 
ence, the accumulated knowledge 
of our predecessors, new manage- 
ment techniques, the cumulative 
and growing forces of science, 
more know-how all the way 
around, 


Nothing succeeds like success 
and America’s industrial manage- 
ment has a postwar record of suc- 
cessfully meeting its problems. I 
could cite you examples of many 
companies but it just so happens 
that I have a few facts with me 
relating to the Bethlehem Steel 
Co. It seemed reasonable that I 
choose an example close to home. 


Bethlehem Steel As Example 


Let me consider the problems 
which Bethlehem, in common with 
the rest of American industry, has 
faced since 1946. We have had 
booms and recessions, the liqui- 
dation of World War II and all of 
the implied readjustments. 

We have had the Korean War 
and its aftermath, with inflation 
of the creeping and other varie- 
ties. We have had strikes, price 
controls and materials allocations, 
excess profits taxes, and constantly 
increasing pressure for high wages 
and greater fringe benefits which 
cause dangerously high’ employ- 
ment costs. 

We have had some investors’ 
fears of excessive production ca- 
pacity and. on the other hand, a 
constant pressure to meet the 
country’s manifest need for more 
capacity. 

You may well ask how Bethle- 
hem survived. Well, during the 
ten-year period ending on Dec. 31 
last year we invested in our plants 
and properties some $930 million 
and added $443 million to working 
capital and other assets. Funds 
for these purposes were provided 
through retained earnings of $614 
million, net sales of securities and 
property of $244 million and non- 
cash charges against earnings for 
rapid amortization, depreciation 
and depletion of $515 million. 

What have been the results of 
these great expenditures made in 
the process of coping with our 
many problems and heavy respon- 
sibilities? How have the investors 
fared? Most, if not all of you 
know, but I leave it for the record 
that during the same period sales 
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increased from $788 million to $2 
billion and $97 million, and, on an 
adjusted share basis, dividends 
were up from $2.00 to $7.25 and 
earnings from $3.93 to $18.09. 

During this time, our annual 
ingot capacity has grown from 
around 13 million net tons to 20 
million net tons, and we are still 
growing. As we have grown, our 
dependence on thousands and 
thousands of small suppliers and 
customers has also -grown, illus- 
trating the fact that big business 
and small business, far from being 
at cross purposes, are essential to 
each other’s growth and_ pros- 
perity. 

And on another front we have 
kept very much in mind one of 
the prime responsibilities of man- 


agement—that of maintaining a 
defense in depth of competent 
managerial talent. Our famous 
“Loop Course” for the employ- 


ment and training of college grad- 
uates, which was initiated back in 
1922, has long been recognized by 
the Bethlhem organization and by 
the colleges as one of the princi- 
pal sources of Bethlehem manage- 
ment. That is not the only surce, 
however, as we bring into our or- 
ganization each year many other 
college graduates and other young 
men who have the opportunity to 
develop in the organization. Pro- 
motion from within is one of our 
principal personnel policies, and 
it is supplying us with the conti- 
nuity of managerial skills which 
an enterprise such as Bethlehem 
must have. 


Future Prospects and Obligations 


As to the future, our goal is to 
do equally well in meeting our 
problems and responsibilities. 

We believe we have an obliga- 
tion to promote the stability as 
well as the growth of the econ- 
omy. At Bethlehem we feel that 
our contribution to this goal can 
pest be made through carefully 
conceived and realistic plans for 
expansion. Our intention is to 
gear our expansion. to the basic 
trends which govern the demand 
for steel] products and to stick to 
our programs. 

We do. not 
pressured into 


intend to be 
overly ambitions 
plans during booms, nor do we 
plan to cut back drastically if 
there should be periods of reces- 
sion. New facilities coming into 


high 


production will not at all times be 
geared exactly with demand. We 
anticipate times when consumer: 
will think expansion is proceeding 
too slowly and times when inves- 
tors may think we are moving too 
rapidly. That is to be expected 
But we feel strongly that there i: 
a complete identity of long-range 
interest for all parties concerned 
—the country as a whole, inves- 
tors, consumers and employees— 
in. the type of orderly expansion 
I have just described. 

Long range planning for expan- 
sion on a basis which would _ bc 
continued even if there were 2 
recession implies another respon- 
sibility — that of keeping finan- 
cially strong. That is where the 
investment community comes in 
You can help us in determining 
how much debt we can prudently 
handle and how much of the ex- 
pansion should be financed by re- 
tained earnings or by the sale of 
equity securities. 

I am confident that the manage 
ment of our large industries. with 
the help of the investment com- 
munity and with an equal sense 
of responsibility on the part of 
labor organizations and the Fed- 
eral Government, will meet its ob- 
ligations to all concerned in a suc- 
cessful manner. 

Now I have finished the picture 
I have tried to paint for you and 
I hope I have not over-colored the 
good or the bad. I leave you with 
this one'‘brief thought: the prob- 
lems I have discussed are those 
associated with an expanding 
economy. 


The Problems of Growth 


Our difficulties on the labor 
front are in part the result of a 
new order of affairs which is still 
in the process of being perfected. 
In the United States, a free people 
are sharing in a material prosper- 
ity which has never before been 
seen on the face of this globe. 
Wiser management and organized 
labor have both contributed to 
this prosperity. And some of the 
balances still have to be worked 
out. These balances will be worked 
out. I firmly believe. 

Investors with a faith in the 
virtues and rewards of free proc- 
esses have made a fundamental 
contribution. 
faith has been or will be misplaced. 

I do think that you will all agree 


I don’t. think their- 
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with me that the problems associ- 
ated with decline, stagnation and 
a contracting economy are a lot 
more troublesome to solve than 
are those associated with expan- 
sion and growth such as we now 
face. If I had to choose I would 
prefer what we now have. 


T. H. Smith to Join 
Gyrus J. Lawrence 


Cyrus J. Lawrence & Sons, 115 
Broadway, New York City, mem- 
bers of the New York Stock Ex- 
change, announced that Thurston 
H. Smith will join the firm’s in- 
vestment Advisory Department on 
Jan. 2, 1957. In the past he was 
with Jas. H. Oliphant & Co. 


With Gross, Rogers 


(Special to THe FINANCIAL CHRONICLE) 

LOS ANGELES, Calif—Marvin 
G. Chamberlain has become asso- 
ciated with Gross Rogers & Co., 
559 South Figueroa Street, mem- 
bers of the Los Angeles Stock Ex- 
change. He was tormerty Presi- 
dent of M. G. Chamberlain & Co. 


Harbison Henderson Adds 


(Special to THe FINANCIAL CHRONICLE) 
PASADENA, Calif.—Latimer E. 
Doan is now connected with Har- 
bison & Henderson, 385 East 
Green Street. 


With H. C. Wainwright 


(Special to THE FinanctaL CHRONICLE) 

BOSTON, Mass. — Perrin H. 
Long, Jr., is now with H. C. 
Wainwright & Co., 60 State 
Street, members of the New York 
and Boston Stock Exchanges. 


With Cruttenden Podesta 


(Special to Tur Financia, CHRONICLE) 
GRAND RAPIDS, Mich.—Henry 
J. Olah is now with Cruttenden 

Podesta & Co., McKay Tower. 


McDonald-Moore Adds 


(Special to THe Financial CHRONICLE) 

DETROIT, Mich. — Harold R. 
Chapel, Jr., has joined the staff 
of. McDonald-Moore & Co., Pen- 
obscot Building, members of the 
Detroit and Midwest Stock Ex- 
changes. 
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Continued from first page 


Investment Bankers Association 
Holds 45th Annual Convention 


attended the 
NX + 


$n Cedarhurst, N. Y.., 
Wianlius School in Manlius, 


and received his B. S. degree 
from the University of Pennsyl- 
Vania. 


Upon completion of his formal 
education in i929, Mr. Craft was 
employed by the Guaranty Com- 
pany of New York. In 1932 he 
joined the Guaranty Trust Com- 
pany of New York, and _ after 
working in the investment ad- 
wisory department, the trust de- 
partment, and the Fifth Avenue 
office, he was appointed an As- 
sistant Treasurer in 1938. He was 
yiumed a Second Vice-President 
jn 1943 and Vice-President and 
ceasurer in 1947, 

He was Executive Vice-Presi- 
<ient and Director of the Ameri- 
can Securities Corporation from 
4953 until March of this year 
when he assumed his present post 
at The Chase Bank. 

From 1953 until 
time Mr. Craft has 
resident of the 
J2ankers Association 
gnd also Chairman of the Asso- 
ciation’s Foreign Investment 
Committee, which was established 
that year. He also has served the 
IBA nationally in the following 
«capacities: 

Member, Government Securities 
Committee, 1939-1947, 1948-1956, 
and Chairman of the Committee 
$941-1943, 1950-1953: 
the Executive 
1956. 

Mr. 
ssoard 


the present 
been a Vice- 
Investment 
of America 


member of 


Committee, 1953- 


C 


of 


raft was Consultant to the 
Governors the Fed- 
1952 and 
Internationat 


and De- 


of 
eral Reserve System in 
«‘onsultant to the 
Fiank for Reconstruction 
clopment in 1954. 


Committee of the New York Heart 
Association and is Chairman of 
the Red Cross Campaign Fund in 
Scarsdale for 1956-1957. 

Club and society memberships 
include: Economic Club of New 
York. Pilgrims of the United 
States, University Club of New 
York, Bond Club of New York, 
Wall Sireet Club, _ S 3roo0k 
Golf Club, Purchase, N. Y., Scars- 
dale Golf Club and the Ox Mea 
dow Tennis Club, Scarsdale, N. Y. 

Mr. Craft is married to the for- 
mer Janet Sullivan and lives in 
Scorsdale. The Crafts have two 
sons, Robert H., Jr., and George 
S., and a daughter, Caro! Ann. 


Speakers at the Convention 


The principal speakers at the 
Convention were President-eleci 
Robert H. Craft, who is also 
President of The Chase Bank; 
Major General J. Stewart Brag- 
don, Speciai Assistant to the 
President r Public Works Plan- 
ning; George W. Davis, Davis, 
Skagys & Co., San Francisco, out- 
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the Executive Committee of The on page 24.] 
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Mead, of Mead, 
pany, Baltimore, 
Report to the 
Convention 
covering the 
scope of its 
educational 
activities 


Miller & Com- 
submitted its 


Emphasis is 
placed on its 
Accent on 
Youth train- 
ing campaign 
and plans to 


educate in- 
creasing num- 
bers of stu- 
dents -anad 
adults as to 
investment’s 
role and investment opportunities. 

The as 
follows: 

Participation in the Conference 
on the American Securities Busi- 
ness, sponsored by the Industrial 
Council of Rensselaer Polytechnic 
Institute, represents one of the 
major activities of the Education 
Committee during the past year. 





W. Carroll Meac 


Report states in part 


Nearly 600 high school teachers, 


and administrators in the _ social 
science field attended this Con- 
ference held on the campus of the 
Institute at Troy, N. Y., Oct. 11-13 
At luncheon and dinner meetings 
the delegates heard addresses by 
leaders in the investment field 
who discussed the activities of all 
major segments of the securities 
business: 

“The American Securities Busi- 
ness in Perspective,’ Waiter 
Maynard, Partner, Shearson. 
Hammill & Co., N. Y.; 

“Underwriting—The Role of the 
Investment Banker,” Edward 
Glassmeyer, Vice - President, 
Biyth & Coe., Inc., N.. Y.: 

“The Role of Steck Exchanges in 
Our Economy,” Edward T. 
McCormick, President, Amer- 
ican Stock Exchange, N. Y.: 

“The Over-The-Counter Market,” 
Oliver J. Troster, Partner, 
Troster, Singer & Co., N. Y.; 

“Funds for Schools and Other 
State and Local Gevernmental 
Prejects,” Walter W. Craigie, 
Partner, k. W. Craigie & Co., 
Richmond; 

“Investment Companies,” Charles 
F. Eaton, Jr., President, Eaton 
& Howard, Incorporated, Bos- 


ton; 

“A Classroom Project.” Edward 
Schweikardt, Nyack (N. Y.) 
High School: and 


“Education and Finance Face the 


Future,” Herold E. Wood, 
President, Harold E. Wood & 
Company, St. Paul. 

Others Present 


‘In addition to the teacher dele- 
gates, college and university pro- 
fessors in the field of education 
were present, and many of them 
served as panel members for dis- 
cussion groups. Approximately 
200 representatives of the secu- 
rities business took part in the 
meeting either as_ speakers, 
session chairman, moderators, pan- 
elists, members of various plan- 
ning committees, or in adminis- 
trative phases ot the Conference. 

The chairmen of the various 
sessions were: W. Carroll Mead, 
Chairman, IBA Education Com- 
mittee, (Friday noon); Ruddick 
C. Lawrence, Vice-President, New 
York Stock Exchange, (Friday 
evening); William M. Adams, 
Chairman, IBA Municipal Secvri- 
ties Committee, (Saturday noon); 
George W. Davis, IBA President, 
(Saturday, evening). 

Al! representatives of the in- 
dustry that attended the Confer- 
ence are highly enthusiastic about 
the entire project: the caliber of 
the speakers and program gen- 
erally, the excellent physical ar- 
rangements on the part of the 
Industrial Council, and the oppor- 
tunity that was provided to meet 
with educational leaders drawn 
from all parts of the country. 

The teacher delegates came 
from all states of the Union, al- 





though more than three-fourths 
represented communities within a 
radius of about 300 miles: New 
York State (2190), New England 
States (116), New Jersey (67), 
Pennsylvania (36), Ohio (25). 

These teacher delegates in turn 
will report te 40,000 other social 
science teachers through various 
media: local, state, and national 
meetings and state and -nationai 
publications. 


All of us in every phase of the 
securities business are grateful to 
the Industrial Council of Rensse- 
laer, for initiating the idea and 
the excellent provision of physical 
facilities and the effective con- 
duct of the project. On behalf of 
the Conference Program Commit- 
tee, we express our deep appre- 


cistion of all those that con- 
tributed to the success of this 
venture, either through planning 


and participation in the program 
or through financial support. 


Institute of Investment Banking 


Interest of member organiza- 
tions in the Institute of Invest- 
ment Banking is steadily grow- 
ing, and in 1956 applications were 
received substantially in excess 
of the available facilities. There 
was an enrollment of 264 regis- 
trants this year us against 254 in 
1955. In addition, there were some 
60 to 70 applications that could 
not be confirmed. (Provision had 
been made for 230 registrants— 
100 first year, 70 second year, and 
60 third year, the number that 
could conveniently be accommo- 
dated by the available facilities. 


In view of the large demand for 
places, however, an additional 34 
applications, or a total of 264, 


were accepted.) 


Executive Development Program 

The executive development pro- 
gram (the two Seminars and the 
four Institutes) have been con- 
ducted without cost to the Associa- 
tion. The program is not intended 
to show a profit but merely be 
self - supporting. However, the 
registration fee should be high 
enough to show operation in the 
black. A reserve representing the 
excess of receipts over expenses 
in past years has been established. 
The 1956 Institute also showed an 
excess of receipts over expendi- 
tures. The reserve assures the 
continuance of the program with- 
cut cost to the Association should 
enrollments dwindle in future 
years in reflection of generally 
unsatisfactory business  condi- 
tions. 


The 1957 Institute is scheduled 
for April 15-19, the week before 
Easter. Shortly after the Conven- 
tion the Institute Planning Com- 
mittee will start its work. 

Invest-In-America 

teal progress was made by the 
Invest-in-America movement dur- 
ing 1956, and 49 celebrations were 
held this year, as against the 22 


cities chartered in 1955 —a more 
than 120% increase. 
The IBA and the Education 


Committee have cooperated with 
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1956, published. a 72-page special 
Invest-in-America edition of the 
IBA Educational Bulletin. Com- 
menting on the cortribution of the 
IBA, Walter A. Schmidt, Chair- 
man, Executive Committee, Na- 
tional Invest-in-America Commit- 


tee, wrote to W. Carroll Mead, 
Chairman, IBA Education Com- 
mittee, as follows: 


“I again want to thank you very 
much for the cooperation which 
we have received from the IBA, 
both nationally and at numerous 
local cities. Surely the principal 
reason we have increased the 1956 
activities from 21 cities to from 
40 to 50 cities is because of’ the 
publication by the IBA of the 
Invest-in-America Bulletin. It was 
wonderful and I want you to 
know how much the Invest-in- 
America National Committee ap- 
preciate it.” 


Opportunity U. S. A. 

Our Association motion picture, 
“Opportunity in U.S. A.,” has now 
been in use since the Summer of 
1952. Prints in the hands of our 
distributing agency continue to be 
booked well in advance (a year 
ahead) and the film maintains its 
circulation momentum, with 175 
prints available for audience 
screening and 15 prints available 
for use by TV stations. ... 


The estimated TV audience is 
determined by formula and cannot 
be readily verified. It seems rea- 
sonable, however, that well over 
20,000,000 people have seen tele- 
casts of “Opportunity U.S. A.” 

In addition to the prints circu- 
lated through Modern, the follow- 
ing prints are in use: 108 prints 
owned by IBA members; 38 prints 
presented to school systems or 
held for Group use; 15 prints pur- 
chased by Ford Motor Company 
for their sunervisory training pro- 
gram; 3 prints purchased by the 
U. S. Department of State. The 
film has been used extensively in 
the Invest-In-America program. 


USIA to Adapt Opportunity 
. > sae 


Last Spring the United States 
Information Agency made a form- 
al request and ithe IBA granted a 
license to the Agency to produce 
foreign language versions of the 
picture for use as a part of its 
world-wide program. There is to 
be no cost to the IBA, all charges 
being paid by USIA. 

This is a worthwhile contribu- 
tion on the part of our Associa- 
tion to the effort being made by 
our government to explain the 
operation of the American econ- 
omy to peoples all over the world. 
Similar adaptations have been 
made of many industrial pictures, 
including motion pictures spon- 
scored by such organizations as 
General Electric Company, Stand- 
ard Oil of New Jersey and the 
Ford Motor ee: 


dismal on Youth 


At Hollywood in his Inaugural, 
President George W. Davis placed 
great stress on the importance of 
youth to the future of the securi- 
ties business and urged participa- 
tion in Association affairs by the 





Invest-in-America sponsors from younger men in the industry— 
the beginning, and in January, those in the 30-40 age bracket. 
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He stressed the importance of the 
work performed by the various 
IBA committees and urged that 
such reports be brought to the 
attention of the younger men, who 
are the potential indusury leaaers 
of the future. 


Correspondence Course 


More than 200 IBA member 
organizations have enrolled train- 
ees for the home-study course. 
During the 12 months ending Oct. 
19, 1956, there were 221 enroll- 
ees, which compares with 208 in 
the. preceding 12 months. Many 
IBA members make repeated use 
of this training opportunity of- 
fered through the University of 
Chicago. Thirty-seven members 
have enrolled five or more em- 
ployces—one firm as many as 32. 

It is interesting to note that 
many non-member — securities 
dealers are taking advantage of 
the program and that young men 
in the Armed Services are reg- 
istering for the course’ under 
USAF‘. 

Attention is again called to the 
fact that satisfactory completion 
of this correspondence course is 
accepted by the New York Stock 
Exchange in partial satisfaction ot 
the registered representative re- 
quirements. (An applicant may 
becomea registered representative 
upon passing an examination or 
he may submit, in lieu of the 
examination, satisfactory comple- 
tion of two courses offered by the 
New York Institute of Finance: 
one on the Mechanics of the 
Stock Exchange and one of Se- 
curities Analysis. The IBA cor- 
respondence course, Fundamentals 
of Investment Banking. is ac- 
ceptable in place of the course on 
Securities Analysis offered by the 
New York Institute of Finance.) 


Joint Committee on Education 
Together with other organized 
groups in the investment com- 
munity — ASE, ASEF, NAIC, 
NASD, and NYSE — the IBA is 
continuing its support of the Joint 
Committee on Education Repre- 
senting the American Securities 
Industry. Since establishment of 
the Committee in 1948, it has 
awarded 74 Fellowships and 152 
Scholarships. 


Amvyas Ames, Chairman of the 
Joint Committee, reports that the 
Committee is planning to modify 
its program by giving greater 
-emphasis to the granting of Schol- 
arships and conducting the annual 
Forum. Funds heretofore used to 
provide Fellowships are now to 
be made available to scholars for 
research projects. This change in 
policy is an outgrowth of the 
most gratifying suecess that has 
been experienced with the Foruin 
operation and also the desire to 
encourage serious study of invest- 
ment community operations. 

On the recommendation of the 
Education Committee, the IBA 
Board of Governors at White Sul- 
phur voted to give financial sup- 
port to a new project of the Joint 
Committee—Research Into Mate- 
rial Collected in Connection with 
the Investment Banker Antitrust 
Suit—designed to make generally 
available in readily usable form 
a synthesis of the legal briefs 





and a summary of the statistical 
data developed by legal counsel 
and by the research staff of the 
defendant firms. Publication of 
the findings of this study are to 
be made available to professors 
and scholars, men in the field 
of finance who write monographs, 
textbooks and articles for pro- 
fessional journals and _ popular 
periodicals. In its present form 
the wealth of material prepared 
by legal and research staffs of 
the defendant firms is not only 
unwieldy but not readily access- 
ible. Publication of the findings 
would also be most valuable to 
students majoring in finance and 
particularly graduate students. 
The planned publication is not 
designed to develop a textbook 
to replace *“‘Fundamentals of In- 
vestment Banking.” It would be 
helpful, however, for use in prep- 
aration of the expected revision 
ot the official Association text. 
The research study and the pres- 
ent text will be complementary 
rather than competitive. 


Council for Advancement of 
Secondary Education 

The IBA, along with other or- 
ganized business groups and many 
corporations, is supporting a proj- 
ect of the Council for Advance- 
ment of Secondary Education. 
The program is sponsored jointly 
by the Association of Secondary 
School Principals and the Na- 
tional Better Business Bureau. 
This program seeks to encourage 
and improve education about the 
American economy in the high 
schools. 

In essence, this program repre- 
sents an invitation extended by 
high school principals to the busi- 
ness community requesting assist- 
ance in developing teaching aids. 

As a result of its research to 
determine what should be taught 
in the high schools about eco- 
nomics, the Council has published 
two reports: “Key Understandings 
in Economics” and ‘Economics 
and the Press.” 


Two teaching supplements are 
now in preparation and should be 
ready by September, 1957. One 
deals with the functioning of the 
American economy and the other 
contrasts American Capitalism 
with other economic systems. 

Seven national educational as- 
sociations have become interested 
in the work of the Council, and 
this will facilitate dissemination 
of findings and text materials. 


Small Business Booklet 

The Education Committee is co- 
operating with the IBA Small 
Business Committee in dis'ribut- 
ing the booklet, “Equity Capital 
for Small Business Corporations.” 
The booklet was widely publicized 
in the press, and requests 
have been received not only from 
the financial community but from 
the public generally. Early this 
vear a copy of the pamphlet was 
sent to the entire mailing list of 
the American Finance Association, 
The pooklet now in its third 
printing. 


many 


is 


Number 5594... The Commercial and Financial Chronicle 


Manual on Securities 
Salesmanship 


The Accent on Youth campaign 
has stimulated the demand for the 
“Manual on Securities Salesman- 
ship,” prepared under the direc- 
tion of George W. Davis. The 
booklet is now in its sixth print- 
ing. To date it shows a net in- 
come after expenses of well over 
$5,000. Many members repeatedly 
place quantity orders. 


Textbook—Fundamentals of 
Investment Banking 


“Fundamentals of Investment 
Banking,” the official IBA text- 
beok continues in use in both the 
classroom and _ correspondence 
courses offered by the IBA and is 
also used as a college text through- 
out the country. Well over $4,000 
has been received in _ royalties 
from the publisher of the text. 

A Brazilian edition of “Funda- 
mentals of Investment Banking” 
is to be published under the spon- 
sorship of Brazilian Investments 
Syndicate (Consorcio Brasileiro 
de Investimentos). 


Recruitment 


Our Association this year again 
is cooperating with the New York 
Stock Exchange and the Associa- 
tion of Stock Exchange Firms in 
sponsoring a two-page insertion, 
“Te the Young Man Who Is Inter- 
ested in Everything,” in the voca- 
tional guidance booklet, “Career, 
A Guide to Business Opportuni- 
ties.”” Copies of this statement are 
available at Hollywood. 


Publications 


Since consolidation of the IBA 
offices in Washington, the Educa- 
tion Committee has resumed pub- 
lication of its two bulletins which 
serve as a clearing house for the 
exchange of member and Group 
ideas and experiences. Recent 
editions are: 

IBA Educational Bulletin No. 7— 
Special Manpower Edition. 

IBA Educational Bulletin No. 8— 
Annual review of member 
and Group activities in the 
fields of education, public re- 
lations, and promotion. 

IBA Education Bulletin No. 8— 
Special Invest - In - America 
Edition. 

Reproduction of IBA Member 
Advertisements No. 10 — De- 
voted to Advertisements. 

Reproductions of IBA Member 
Advertisements No. 11 — De- 
voted to mailing pieces. 


Forthcoming Bulletins 


IBA Educational Bulletin No. 10— 
Annual review of member 
and Group activities in the 
fields of education, public re- 
lations, and promotion—to be 
available shortly after the 
1956 Annual Convention. 


Repreductions of IBA Member 
Advertisements No. 12 — De- 
voted to Advertisements—to 
be available early in 1957. 


Speech File, Radio and Exhibit 
Kits 

A file of addresses, radio and 

exhibit kits is maintained in the 

IBA Washington office for use of 

members, and copies may be had 
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upon request. Members are urged 
to submit appropriate items for 
inclusion in these three source 
files. 
Available IBA Tools 

The memorandum, “Available 
IBA Tools,” lists the projects of 
the Education Committee and the 
literature and services available to 
member organizations through the 
Committee. A copy may be ob- 
tained from the IBA Washington 
office. 


GOVERNORS ELECT 
The following have been elected 
by their respective Groups to 
serve as Governors of the Asso- 
ciation beginning on Nov. 29, 1956: 
California 
Dennis H. McCarthy, The First 
Boston Corporation, San Fran- 
cisco. 
Central States 
Charles A. Capek, Lee Higgin- 
son Corporation, Chicago. 
David J. Harris, Bache & Co., 
Chicago. 
Eastern Pennsylvania 
Bertram M. Wilde, Janney, 
Dulles & Co., Inc., Philadelphia. 


Mississippi Valley 
Walter J. Creely, Goldman, 
Sachs & Co., St. Louis. 
New England 
James Jackson, Jr., Townsend, 
Dabney & Tyson, Boston. 
Francis S. King, The First Bos- 
ton Corporation, Boston. 
New York 
Austin Brown, Dean Witter 
Co., New York. 
E. Jansen Hunt, White, Weld & 
Co., New York. 
Hudson B. Lemkau, Morgan 
Stanley & Co., New York. 
Pacific Northwest 
Albert O. Foster, Foster & Mar- 
shall, Seattle. 
Southeastern 
Mark Sullivan, Jr., Auchincloss 
Parker & Redpath, Washington. 


Southern 


& 


> 


H. Wilson Arnold, Arnold & 
Crane, New Orleans. 
Clement A. Evans, Clement A. 


Evans & Company, Incorporated, 
Atlanta. 


Texas 
William C. Porter, Dittmar 
Company, San Antonio. 
Milton R. Underwood, Under- 
wood, Neuhaus & Co. Incorpo- 
rated, Houston. 


GROUP CHAIRMEN 


& 


The Group Chairmen of the 
year 1956-1957 are as follows: 
California 


Dennis H. McCarthy, The First 
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Canadian 
Andrew S. Beaubien, L. G. 
Beaubien & Co., Limited, Mon- 


treal. 
Central States 
William J. Lawlor, Jr., Horn- 
blower & Weeks, Chicago. 


Eastern Pennsylvania 
William F. Machold, Drexel & 
Co., Philadelphia. 
Michigan 
Harry A. McDonald, Jr., Mc- 
Donald, Moore & Co., Detroit. 


Minnesota 
C. Edward Howard, Piper, Jaf- 
fray & Hopwood, Minneapolis. 


Mississippi Valley 
Newell S. Knight, Mercantile 
Trust Company, St. Louis. 


New England 
Thomas B. Gannett, Hornblower 
& Weeks, Boston. 


New York 
Walter H. Steel, Drexel & Co., 
New York. 


Northern Ohio 
Clarence F. Davis, The First 
Cleveland Corporation, Cleveland. 
Ohio Valley 
Jack E. Nida, Merrill Lynch, 
Pierce, Fenner & Beane, Colum- 
bus. 
Pacific Northwest 
William J. Collins, William J, 
Collins & Co., Portland. 
Rocky Mountain 


James M. Powell, Boettcher and 
Company, Denver. 


Southeastern 
Charles H. Pinkerton, Baker, 
Watts & Co., Baltimore. 
Southern 
Arthur C. McCall, Alester G. 


Furman Cc., Incorporated, Green- 
ville. 
Southwestern 

Albro F. Stepp, City National 
Bank and Trust Company, Kansas 
City. 

Texas 

Taylor B. Almon, Rauscher, 

Pierce & Co., Inc., Dallas. 


Western Pennsylvania 
Anthony E. Tomasic, Thomas & 
Company, Pittsburgh. 


Sites and Dates of Next 
Year’s Convention 


The Hollywood Beach Hetel, 
Hollywood, Fla., has again been 
selected as the site for the hold- 
ing the Association’s 46th 
Annual Convention in 1957. The 


of 





Boston Corporation, San Fran- meeting will be held during the 
cisco. period Dec. 1 to Dee. 6, 1957. 
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Raising Our Performance Level 


here in Hollywood, thus providing Funds, and the Municipal experts 


their members with the opportu- 
«ity of hearing and reading the 
came information submitted to 
wou. 

The younger groups in San An- 
tonio, Kansas City, Toronto, Mon- 
ireal. Boston, Chicago, Cleveland 
and elsewhere have evidenced 
«reat interest in what the IBA is 
doing for them, and I have assured 
dhem that at this convention, IBA 
avould set up mailing facilities in 
ihe hotel lobby for the use of their 
<ielegates, whereby you may in- 
struct the IBA statf to send se- 
‘ected committee reports or all of 
them to your young associates di- 
vect from Hollywood. No problem 
sow of “over weight” on the plane 
nor of some research man 
at home “cornering” the report 
for his files. You may mail the 
yeports from here direct to your 
salesman’s home. A memo will go 
with the shipment ing that it 
hws been sent to him at your 
guest. 

There is no question in my mind 
Hut that this “Accent on Youth” 
is the answer to a great need of 
«vir business, and that the personal 
<ffort of every senior executive 
chould be directed toward that 
end. Whether it is getting infor- 
enation to the bows, or advising 
with them as to what to do and 
what policies to follow—it is one 
Sob that should not be delegated. 
As a man raises and trains his 
«avn children, so should he like- 
wise mold the thinking and prac- 
tices of his own sales force. 


“0 ne, 


say 
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Educational Efforts 

For many years education has 
ween another one of the major ac- 
tivities of the IBA. During this 
@ast year IBA has gone all out 
fo further its educational work, 
Heth for the benefit of the public 
and our own men in the business. 

in my judgment, we have had 
wutstanding leadership and admin- 
¢stration of this educational effort. 
3 addition, we have had enthusi- 
abtlic cooperation from every side 
«f the financial “Street’—Stock 
tixchanges and Investment Bank- 
ers alike—in advocating and sell- 
sag the fundamentals of invest- 
wsuent. Only last month at 
Sicnsselaer Polytechnic Institute at 
“roy, N. Y. the IBA, NASD, the 
stock Exchanges, the Mutual 


turned out en masse, and during 
two entire days told high school 
teachers of economics from. all 
over the United States how secu- 
rities are “brought into the world,” 
how they are selected, used and 
guoted, bought and sold—a work 
which can only radiate a better 
understanding of the fundamen- 
tals. and a tempering of the spec- 
ulative aura attached to securities 
which has been all too prevalent 
for too long. 

3evond the special combined ef- 
fort at Rensselaer, we have seen 
during 1956 the most concentrated 
etfort of the past decade being 
made by securities people in of- 
fering investment education to the 
public through broadcasting, tele- 
vision, adult education classes. 
movies, and advertising. This ac- 
tion has been undertaken (1) to 
broaden the base of public own- 
ership in American concerns, (2) 
to help provide the new tunds 
needed for corporate expansion in 
years ahead, (3) to dispel miscon- 
ceptions and fears, and to give 
new investors confidence in those 
in this business who lead them 
straight. It is the highest level of 
public relations ever attained in 
our business, and that the empha- 
sis is being laid on investment 
principles rather than on specula- 
tire makes its continued success 
assured, 


Sales Practices 


Like any other undertaking, 
however, there is a great respon- 
sibility which goes with such pub- 
lic education, In my view, it is a 
duty of management carefully to 
supervise sales efforts so as to 
keep newly acquired investor re- 
lationships on that investment 
level and in line with the repre- 
sentations and assurances made 
in such publicity. Certainly, it 
would be inconsistent to advertise 
or to lecture along lines of ‘“‘con- 
serving savings’ — ‘building for 
the future’”—‘choosing the proper 
kind of a securities firm,” etc.— 
and then permit sales techniques 
to be practiced which do not come 
up to these representations. 

Readily do I agree that a per- 
centage of the public wants to 
speculate. Many will give lip serv- 
ice to their desire to invest but 
still they want to buy at 5 and sell 


) has been 


PrOoONW th 
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factor in the 

nd in creation oO 
active markets, but as applied to 
our sales forces are ob- 
see that speculation is 
to the right places—to 
the right kind of people—and in 
the right proportions. Regardless 
of whether an account follows a 
speculative turn, the overtures 
and advice and recommendations 
should certainly initially be on the 
sound level. 


the 


securi 
ligated to 
confined 


ties 


Talking with many of the young 
men in our business throughout 
the country, I find that one of 
their major problems in acquiring 
a new customer is the proper han- 
dling of this matter of investment 
vs. speculation; that overlapping, 
debatable, contentious subject with 
which we are all familiar. 

I have asked these boys—*Do 
you sell security, income, market- 
ability and growth, which in 
line with the nationwide adver- 
tising carried on by our financial 
industry, or do you begin your 
approach on growth and try to de- 
velop the sale on a capital gains 
appeal alone?” Another question: 
“Do you follow the concept that 
you should handle an account on 
a ‘roll over’ basis?’’ This, I have 
pointed out, can lay the basis for 
destroying your clientele. It would 
be far better to develop a dozen 
new accounts than to work a lesser 
number overtime and you will be 
much less likely to run into seri- 
ous difficulties with the NASD 
and the SEC. 


is 


Educating Salesmen 


It has long been the objective 
of the IBA to provide diversified 
facilities for the education 
salesmen. Past administrations 
have evolved the IBA textbook, 
the correspondence course, the 
sales manual, the IBA movie, and 
the course at the Wharton School] 
of Business. Whether these facili- 
ties had been or are to become 
trebled, the education of securi- 
ties men is still a matter of per- 


sonal direction — that process of 
creating effective sales programs, 
policies 
which will serve as guides for the 
In larger tirms, where 
organiza- 


and well understood 
salesman. 
well established sales 
tions exist, these policies and pro- 


grams which are co-ordinated to 


advertising are well administered. 
A great many smaller firms, how- 
ever, have to rely upon their IBA 
or Stock Exchange membership 
for aid in training their men, and 
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ited sales man- 

facilitics, men who have 
recently admitted to the 
isiness are too often left pretty 


much on their own. 


been 


Even though there is a responsi- 
bility on the part of management, 
there is also a responsibility which 
must be assumed by salesmen 
themselves. It is my contention 
that a man who has greater lati- 
tude in the conduct of his selling 
efforts also has a great oppor- 
tunity to develop through his own 
self-discipline the investment 
practices which are fundamental 
to a long-term relationship with 
his clients. 

Realizing that many of the 
young men around the country 
with whom I have discussed these 
matters are endeavoring to for- 
mulate such basic rules, I wish to 
paraphrase what I have said to 
them so that those of you who 
agree with me may amplify these 
points. Here is the summary of 
what I have put before them: 


Advice to Sales People 

This is the investment busi- 
The basic principles of in- 
vestment must be ‘sold’ with the 
distribution of securities. This is 
the “security-income-marketabil- 
ity and growth” equation—not the 
reverse. 


(Ct) 
ness. 


(2) Today, salesmen have more 
dollar support in the way of ad- 
vertising and public relations from 
our industry organizations, and 
from our respective firms than 
has ever been the case before. 
Investors must receive sincere and 
professional advice so that they 
may obtain from their investments 
that which has been represented 
to them in such financial adver- 
tising. 

(3) Until recently there has 
been an almost unbroken advance 
in common stock prices. A young 
man’s self-confidence in such cir- 
cumstances can readily lead him 
to recommend “dreamy deals” as 
opposed to investments. In addi- 
tion, many salesmen have advised 
their clients to invest 100% in 
common stock, whereas diversifi- 
cation still a principle that 
should not be overlooked, particu- 
larly now when yields on many 
good bonds and preferreds are so 
attractive. 

(4) Selling “Fundamentals of 
investment” is still quite fre- 
quently in conflict with the think- 
ing of inexperienced people who 
talk investment but who at 
heart “red-eyed speculators.” 
Some young men may think it 
better to take the line of Jeast 
resistance, and to make the Com- 
mission, letting the novice ‘do 
what he wants,” but like doctors 
or lawyers, one in this business 


is 


are 


* December 13, 1956 


must 
the 


and 


advise properly 
counterpart oft 
the ‘“shysters.”’ 

(5) Many young salesmen speak 
proudly of their gross. Success 
for the salesman in the invest- 
ment business cannot be measured 
by “gross” alone. A man who 
renders investment service should 
be compensated properly, but real 
success in this business is meas- 
ured by the time clients have been 
on his list; the quality of his ac- 
counts as reviewed by experts: 
and the referrals which a man 
gets from satisfied clients. 

The securities laws under which 
this industry operates refer to the 
requirement of our functioning in 
the public interest. The diversi- 
fied educational programs of our 
association and members firms are 
truly conducted for that purpose, 
and those programs establish a 
“framework” for salesmen and 
firms to carry out in practice the 
basic principles which are being 
publicized. 

A great deal of good can come 
from the senior men in our busi- 
ness amplifying the foregoing 
points, and getting from young 
men in the business their complete 
cooperation in making this pro- 
fession of ours a highly respected 
one. 


become 
“quacks’”’ 


or 
the 


Conveys Thanks and 
Appreciation 


In closing, I wish to extend my 
sincere thanks to all of the Gov- 
ernors for the assistance which 
you have given to the Executive 
Committee and to me. It was a 
real pleasure to have you and 
National Committee Chairmen 
with us in California last Septem- 
ber at the Governors’ meeting, 
and we on the Coast hope that 
they will come West again. 

For the entire membership I 
wish to convey thanks to the Na- 
tional Committeemen for the con- 
structive efforts they have made 
on behalf of the Association and 
the industry. 

May I also thank the Group 
Chairmen who have been so ex- 
tremely cordial and helpful as we 
have gone into their areas to visit 
with them and their associates. 

The IBA staff has been and is 
outstanding. They operate with 
great efficiency in all phases of 
our Association work. This is my 
opportunity to thank them per- 
sonally and collectively for the 
assistance they have given me 
throughout this year, and to as- 
sure you that there is a well or- 
ganized and continuing operation 
in Washington which is effectively 
serving us all. 

This year of IBA activity has 
been a highlight in my experi- 
ence. I am grateful to you all for 


the privilege of having served 
you. 
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in variable annuity plans of the 
safeguards imposed on the security 
industry for the protection of its 
investors. In view of the above, 
the committee feels that it would 
be inopportune for any state to 
approve such enabling legislation 
before exhaustive study by the 
National Association of Insur- 
ance Commissioners and the Na- 
tional Association of Securities 
Administrators.” 


In this connection, it should 
also be noted that the Variable 
Annuity Committee of the Na- 
tional Association of Securities 
Administrators reached the fol- 
lowing conclusion in aé=e report 


which it submitted in November, 
1955: 

“The Committee is of the 
cpinion that if the sale of variable 
annuities is to be permitted, the 
plans should be subject to the 
same degree of regulation under 
the states’ securities laws and 
Federal laws that are now pro- 
vided for the regulation of the 
sale of investment securities.” 

We commend those committees 
of the National Association of 
Securities Administrators for their 
realistic approach to the problem. 


IV 
Gifts to Minors 

The IBA has been cooperating 
with the New York Stock Ex- 
change, the Association of Stock 
Exchange Firms and the National 
Association of Securities Dealers, 
Inc., in efforts to obtain adoption 
ot a model law designed to facili- 
tate the gift of securities to 
minors. The model law has al- 
ready been adopted, in some cases 
with minor modifications, in 14 
states and the District of Columbia 
(California, Colorado, Connecticut, 
Georgia, Louisiana, Michigan,New 
Jersey, New York, North Carolina, 
Ohio, Rhode Island, South Caro- 
hina, Wisconsin and Virginia). 

The model law has been em- 
bodied with some modifications in 
a new uniform state act which 
was approved this year by the 
National Conference of Commis- 
sioners on Uniform State Laws. 
We urge that the uniform act be 
used in efforts to obtain adoption 
et this legislation in other states. 

V 
Legal Investment Laws 

Important amendments this year 
to the Legal Investment Laws of 
Louisiana, Mississippi, New Jer- 
sey, New York and Virginia are 
summarized in attached Appendix 


A. 


VI 
Investment Clubs 

There has been much confusion 
as to the status of investment 
clubs under state securities acts. A 
special committee of the National 
Association of Securities Adminis- 
trators submitted a report at the 
last annual convention of that as- 
sociation suggesting that an invest- 
ment club should be exempt from 
registration under a state securi- 
ties act only if it meets certain 
specified requirements. A copy of 
that report is attached as Ap- 
pendix B, but it should be noted 
that determination of the ap- 
plicability of a state securities act 
depends upon the provisions of 
that act rather than the sugges- 
tions in the report. However, the 


report may be helpful in deter- 
mining the appropriate applicabil- 
ity of state securities acts to 
investment clubs. 
VII 
Gross Receipts Tax on Stock 
Transactions 
A bill proposed to the City 
Council of Chicago this year 
would have imposed a 3% city 


tax on gross receipts of brokers 
on stock transactions originating 
in Chicago. At hearings before a 
subcommittee of the City Council 
the proposal was vigorously op- 
posed by representatives of the 
financial community, including 
Mr. Robert Podesta, a member of 
this Committee, who appeared as 
Vice-Chairman of the Chicago 
Association of Stock Exchange 
Firms. Action on the proposal has 
been deferred indefinitely. 


Vill 

Model Laws Regarding Execution 

and Validation of Municipal 

Bonds 

This Committee attempts to 
cooperate closely with the Munic- 
ipal Securities Committee in 
legislative matters relating to 
municipal bonds. The Municipal 
Securities Committee has urged 
adoption of two model laws pre- 
pared by the Liaison Committee 
of the Municipal Law Section of 
the American Bar Association. 
One of these model laws author- 
izes the execution of state and 
municipal bonds by the use of 
facsimile signatures if at least one 
required signature manually 
subscribed. The other model law 
provides a bond validation pro- 
cedure designed to require that all 
litigation affecting the validity of 
a municipal bond issue be con- 
solidated in a single proceeding 
thereby minimizing or eliminating 
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the filing of subsequent nuisance 
suits. We urge that efforts be 
made to obtain adoption of these 
model laws. 


IX 
National Association of Securities 
Administrators 

Counsel for the IBA and the 
Chairman of the Committee at- 
tended the annual meeting of the 
National Association of Securities 
Administrators at Rockland, 
Maine, on September 9-12. The 
Chairman of the Committee ad- 
dressed the meeting Sept. 10 on the 
subject of providing equity capital 
for small business. Aside from the 
opportunity to establish a personal 
acquaintance with the individual 
state securities administrators, 
much constructive work ean be 
done at this meeting in discussing 
with individual state securities 
administrators proposed amend- 
ments and administrative prob- 
lems under the securities acts of 
their respective states. 

In this connection, the Commit- 
tee would like to express its ap- 


preciation for the cooperation 
which it has received from the 
National Association of Securi- 


ties Administrators as an organi- 
zation and particularly Mr. Harry 
Dinwiddie (Director, Securities 
Division, State Corporation 
Commission, Richmond, Virginia), 
Mr. Robert Lammy (Securities 
Commissioner, State Corporation 
Commission of Kansas) and Mr. 
Thomas Reavley (Secretary of 
State of Texas) in considering 
problems under the securities acts 
of their respective states. 
xX 
Preparations for 1957 

Forty-five of the state legisla- 
tures will be in regular session in 
1957. Legislative Committees of 
several IBA groups have already 
organized definite programs for 
the coming year. We urge that the 
members of all group legislation 
Committees give consideration to 


adoption of the various model 
laws and uniform laws referred 
to above in this report in their 
states. 


We urge that in any state where 
amendments to. state securities 
acts or adoption of any one of the 
model laws or uniform acts is 
contemplated in 1957 the Com- 
mittee contact IBA Counsel and 
begin its work immediately so as 


to have proposals 


final form 


prior to the legislative sessions. 


Respectfully submitted. 
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APPENDIX A 


Amendments to State Legal 
Investment Laws 


This appendix contains sum- 
maries of some of the amend- 
ments in late 1955 and in 1956 to 
state legal investment laws which 
are of particular interest to the 
investment banking industry. 


LOUISIANA 


Section 22:844 of the Louisianz- 
legal investment law for insur- 
ance companies was amended ef-- 
fective Aug. 1, 1956, to authorize 
investment in securities of any 
open-end or closed-end manage-: 
ment type investment company or 
investment trust registered undex 
the Federal Investment Company 
Act of 1940, which men of pruwu-- 
dence, discretion and intelligence 
acquire or retain for their own 
account. The amendment provides 
that no company shall invest more: 
than 5% of its admitted assets in 
such securities. 


MISSISSIPPI 


An act adopted in Mississippi 
effective April 5, 1956, authorizes 
fiduciaries to invest under the 
prudent man rule, specifically in- 
cluding but not by way of limi- 
tation investment in shares or in- 
terests in common trust funds, 
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of any open-end or 
closed-end management type in- 
vestment company or investment 
trust registered under the Fed- 
eral Investment Company Act of 
1940 and in bonds, preferred 
stocks or common stocks listed on 
a national securities exchange 
registered with the SEC. 

NEW JERSEY 
effective Dec. 
authorizes New Jersey 
banks to invest, in addition to 
other investments authorized by 
law, in revenue bonds meeting 
specified requirements, subject to 
specified limitations as to amount. 
One of the requirements is that 
the utility, on account of which 
sueh revenue bonds shall have 
been issued, shall have been in 
operation (whether or not owned 
by the issuer of the bonds) for at 
least five years prior to the in- 
vestment. 


securities 


27, 1855, 
savings 


An act 


NEW YORK 

Subdivision 13 of section 8 of 
the New York legal investment 
law for insurance companies, 
authorizing investment of reserves 
in common stock meeting pre- 
scribed requirements, was 
amended effective April 11, 1956, 
to raise the permissible amount 
of investment in such securities 
from 1/10th of 1% of admitted 
assets of the insurance company 
as of the preceding Dec. 31, to 
15th of 1% of such assets. 

Subdivision 8(a) of section 8 of 
the New York legal investment 
law for insurance companies, 
which previously authorized in- 
vestment of reserves in evidences 
of indebtedness issued, assumed, 


or guaranteed by the Dominion of 
Canada or any province thereof, if 
not in default, was amended effec- 
tive April 11, 1956, to authorize 
investment in “securities and in- 
vestments in Canada which are 
substantially of the same _ kinds, 
classes and investment grades as 
those eligible for investment under 
this section.” 
VIRGINIA 

Subdivision (4) of section 26-40 
of the Virginia legal investment 
law for fiduciaries, authorizing 
investment in stocks, bonds, notes 
and other evidences of indebted- 
ness of any county, city, town or 
district in Virginia upon which 
there is no default, was amended 
effective June 29, 1956, (1) to au- 
thorize investment in such obli- 
gations of any ‘“‘authority or otner 
public body” and (2) to eliminate 
a requirement that such obliga- 
tions ‘‘are either the direct legal 
obligations of, or those uncondi- 
tionally guaranteed as to payment 
of principal and interest by, the 
county, city, town or district in 
question.” 

The Virginia legal investment 
law for fiduciaries was amended 
effective June 29, 1956, by adding 
a new section 26-45.1 to authorize 
fiduciaries to invest under the 
prudent man rule, specifically in- 
cluding but not by way of limita- 
tion authorization to invest in cor- 
porate obligations and _ stocks, 
preferred or common, and secu- 
rities of any open-end or closed- 
end management type investment 
company or investment trust 
registered under the Federal In- 
vestment Company Act of 1940. 
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APPBNDIX B 
National Association of Securities 
Administrators 
Report of Investment Club 
Committee 

In the last few years invest- 
ment clubs have gained great pop- 
ularity. It is estimated that tnere 
are now more than 10,000 clubs 
in operation with a total of over 
100,000 members. The securities 
industry is interested in these 
clubs because they provide a 
source from which new and in- 
formed customers can be ob- 
tained. 

About 1,600 clubs are members 
of the National Association of In- 
vestment Clubs, which was 
founded as a non-profit organiza- 
tion in Detroit in 1951. Its Presi- 
dent, George A. Nicholson, Jr. 
pioneered the formation of such 
clubs. They have material for the 
formation of clubs’ including 
agreement forms, by-laws, ac- 
counting, reporting, and stock 
analysis forms and issue monthly 
news letters to members and 
charge fees for their member- 
ships, forms, and services. This 
material is part of the kit which 
the New York Stock Exchange 
distributes to its members. It 
contemplates the formation of 
clubs as unincorporated associa- 
tions with memberships  non- 
transferrable and limited to 15, 
one vote per member, unanimous 
consent to admit new members, 
monthly meetings, majority votes 
on investments, no margin ac- 
counts, no pledging of assets, and 
a 10 year term. Members may in- 
vest variable amounts being cred- 
ited with units valued periodi- 
cally. A member may withdraw 
receiving the proportionate value 
of his investments (assets are 
sold, if necessary, and commis- 
sions charged him) less 1% pen- 
alty. 

A scrutiny of the state secu- 
rities laws would indicate gener- 
ally that the investments of mem- 
bers in an investment’ club 
(whether incorporated or not) 
are securities within most state 
definitions. The issuance ot secu- 
rities of an investment club (even 
though it is evidenced only by an 
accounting entry) might take 
place in the following situations: 

(1) Original formation of club. 

(2) Periodic investinents” by 
members, 

(3) Reinvestment of income and 
capital gains. 

(4) Acquisition of a new mem- 
ber. 

Just in which of the above sit- 
uations the sale of a security un- 
der a state law takes place is a 
difficult question. 

An effort was made to see what 
exemptions existed in state laws 
as to securities of unincorporated 
investment clubs. Of the 48 states, 
seven do not seem to require se- 
curities registration. There ap- 
pear to be no express exemptions 
in a clear majority of the other 
states covering the above four sit- 
uations, 

If a small group of people sim- 
ply join together to buy securities, 
a court might hesitate to say that 
such a joint venture came within 
the purview of a blue sky law. 
We believe, however, that it is en- 
tirely proper for a state blue sky 
law to lay down certain ground 
rules to make sure that invest- 
ment clubs operate within an area 
in which regulation is not justi- 
fied, and to provide a reasonable 
amount of scrutiny or regulation 
if they stray beyond. A purpose 
of this report is to define the lim- 
its of such an area. Regulation 
generally follows and seeks to 
correct abuses. Investment clubs 
are new and such abuses as may 
exist are not well known: there- 
tore we do not intend to be dog- 
matic in our conclusions. 

Our study thus far indicates 
that an investment club should 
be exempt from registration only 
if it meets with the following re- 
quirements: 

(1) It shall 
over 20 


be limited to 
members. (In a 


not 
larger 


re 


organization full member partici- 
pation tends to disappear, and 
there is greater delegation of 
rights and responsibility, and loss 
of some of the joint venture ele- 
ments. A husband and wife might 
be counted as one member.) 

(2) Periodic contributions gen- 
erally should be eaual. 

(3) If a licensee or his employee 
is an organizer member, 
there shall be disclosure to the 
state agency. Some requirements 
of such disclosures might also be 
set up as to existing clubs. 

(4) The management of funds 
shall not be in the hands of a li- 
censee or his emplovee. 

(5) Securities shall not be 
bought on margin, nor any money 
be borrowed, nor assets pledved. 

(6) Unanimous consent of mem- 
bers shall be required for any ma- 
jor investment policy change. 


Or a 
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(7) No member should receive 
any fee or remuneration for sery- 
ices in the operation of the club. 

(8) The books of the elub 
should be open to the inspection 
of members at all times. 

The above enumerated steps are 
regarded as a minimum. The 
final conclusions of this Com- 
mittee should not be reached until 
further study is made. 


tespectfully submitted, 
John F. Hueni, Chairman 
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of individuals. Here we have to 
rely on our Own observations but 
we believe we have enough of a 
cross-section of investor opinion 
to be on firm ground in our con- 
clusions. 

We increasingly find investors 
expressing the desire to buy com- 
mon stocks which offer possibili- 
ties of capital gain and evidencing 
less interest in current income. 
Two factors in particular account 
for this. In the first place, inves- 
tors are influenced by the fact 
that the Federal income tax struc- 
ture permits them to retain a big- 
ger percentage of capital gains 
than of dividend income. In the 
second place, there is a wider ap- 
preciation of the fact that over a 
period of years the purchasing 
power of the dollar has been de- 
teriorating and the trend contin- 
ues. Accordingly, many investors 
insist on stocks which promise an 
increase in value at least sufficient 
to offset the attrition of inflation. 

A straight income-producing in- 
vestment has less appeal than it 
had only a few years ago. Many 
investors feel that public utility 
stocks fail to offer protection 
against inflationary trends and 
shy away from them. There is in- 
creasing scrutiny of the ability ol 
individual utility 
show at least in 
earnings and dividends from time 
to time. Stocks which have good 
records in this regard are, gener- 
ally speaking, faring better in the 
market than those whose opera- 
tions are characterized by stabil- 
ity and whose earnings and divi- 
dends have remained relatively 
static. 

The question might be raised as 
to why worry about loss of pri- 
vate investor interest 
the slack is being taken up by in- 
stitutions. Unfortunately, the pro- 
grams of the institutions are not 


companies to 


modest increase 


so long as 





consistent nor continuing. Rather, 
they are subject to change with 
variations in many unrelated fae- 
tors and a course being generally 
pursued today may be altered or 
abandoned tomorrow. 

Furthermore, many institutions 
which formerly bought only or 
mainly senior securities have been 
large buyers of common stocks in 
recent years. In building common 
stock portfolios, some of these new 
buyers have been attracted by the 
more conservative types of stocks, 
utilities among them. As these in- 
stitutions become more experi- 
enced with handling common stock 
portfolios it is entirely possible 
that they, too, will become more 
interested in the capital gain type 
of investment. 

We are writing you and the 
other commissions, not about any 
specific situations you are now 
considering, but to attract your 
attention to the broad general 
problem as we see it. We feel that 
if the utility companies are going 
to raise successfully the hundreds 
of millions of dollars 
stock money which construction 
programs will require in the years 
ahead, sympathetic consideration 
on the part of regulatory authori- 
ties will be required. 

We are eager that the commis- 
sions see the picture, as we see it, 
of greater insistence on 
prospective increases in earnings 
and dividends. We believe that 
regulatory authorities are sensi- 
tive to the need of granting rates 
high enough to attract new capi- 
tal successfully. We sincerely hope 
the trends will be 
given adequate attention in your 
deliberations. 


in common 


investor 


we describe 


Very truly yours, 
HAROLD H. YOUNG, 
Chairman, Public Utilities Securi- 

ties Committee, IBA. 
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availability of credit to that 
amount which is required to main- 
tain economic stability and thus 
not permit misuse of credit be- 
yond that point. In the circum- 
stances with which it has been 
confronted, the Board has done a 
creditable job. 


Aldrich Commission Study 


Perhaps with the tools available 
at its disposal too much is being 
asked of the Federal Reserve Sys- 
tem. At least with the vast 
changes that have taken place in 
our financial institutions during 
the past generation it is appropri- 
ate to inquire whether the credit 
control mechanism is adequate. 
The growth of our insurance com- 
panies, private and public pension 
funds, savings banks, savings and 
loan_ associations, investment 
trusts, and other concentrated 
reservoirs of funds deserve exam- 
ination. Actually the financial 
mechanism has not been subjected 
to exhaustive study since the 
Aldrich Commission of 1908-1912 
completed its work, and as has 
been suggested by others, estab- 
lishment of a monetary commis- 
sion of that nature to conduct a 
comprehensive study would seem 
to be timely. 

With the current limited avail- 
ability of bank credit, with the 
approval of the voters earlier this 
month of over $2 trillion of public 
financing, and with the postpone- 
ment of financings during the past 
several months because of the 
condition of the money market, 
there has been built up a stagger- 
ing backlog. To handle this tre- 
mendous volume will tax to the 
fullest the resourcefulness, in- 
genuity, and personnel of the in- 
vestment banking business. It is 
for these reasons and during this 
critical period that we as invest- 
ment bankers can make an out- 
standing contribution to economic 
stability. 


Handling Coming Financings 

Corporations and other pros- 
pective borrowers should be coun- 
selled to avoid financings that 
would add to inflationary pres- 
sures. Those projects that can be 
postponed to a period of lower 
economic activity will relieve the 
inflationary strains at present and 
contribute later to cushioning any 
economic decline. The question 
of equity as against debt financing 


should be weighed carefully to 
insure maintenance of proper 
debt-to-equity ratios for even 


with the high level of stock prices 
these are getting out of line in 
some instances. 

But it seems to me that we as 
investment bankers, playing such 
a vital role as we do, have a re- 
sponsibility that extends consid- 
erably beyond the furnishing of 
capital to industry and the under- 
writing, distributing and trading 
of securities. It seems to me that 
with this responsibility for pro- 
viding the lifeblood of our eco- 


nomic society there goes also a 


responsibility for more = active 
participation in public § affairs 
both local and national in which 


we as bankers are better equipped 
to function and better qualified 
to shape public opinion than so 
many others who for so long have 
been more articulate than we. 
Some of our national committees 
have made outstanding contribu- 
tions in this direction. In the field 
of public relations, the Invest-In- 
America program has been broad- 
ened and made more effective 
wito the result that our story 
increasingly is getting before the 
public. 


Educational Programs 


The IBA-Wharton School pro- 
gram has come to be recognized 
as the most authoritative and ac- 
credited short course in invest- 
ment banking. Last fall’s session 
at RPI designed to inform educa- 
tors about the practicalities of 
investment banking was an out- 
standing success. Much more 
should be done in these fields of 
education and public relations so 
that we can disseminate more 
effectively an objective presenta- 
tion of the securities and invest- 
ment banking industry on a more 
widespread basis, and in the 
process undermine the get-rich- 
quick, fly-by-night operators that 


have been such a scourge to our 
business. Fortunately the SEC 


and NASD are giving penny stock 
peddlers a hard time, and the 
advertising and educational pro- 
grams of this and other trade 
associations and of our member 
firms have had a great deal to 
do with hastening their demise. 
In taking a broader participa- 
tion in national affairs I am not 
suggesting that this organization 
propagandize in fields in which 
we are inexpert but rather I do 
suggest that we have a= serious 
responsibility not only to stand up 


and be counted but to speak out 
and be heard on legislative and 
other problems that affect our 


business or in fact that affect the 
free capitalistic system. 


Our competent staff in Wash- 
ington closely follows develop- 
ments in which we should have 
an interest. These are quickly 


brought to the attention of the 
appropriate committee chairmen 
and I have had assurance from the 
leaders of our industry that they 
will cooperate in every way pos- 
sible to provide us with whatever 
specialized personnel may be re- 
quired to deal comprehensively 
and objectively with any svecific 
problem of this nature. Beyond 
that I urge you at the group level 
to continue the fine educational 
progress that has been made dur- 
ing recent years. 


Wants Conservative Approach 

My purpose earlier in citing the 
potential weaknesses in the econ- 
omy was not for the purpose of 
spreading alarm. As a matter of 
fact there is nothing on the hori- 
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zon to 


indicate 
turn in business in the short run. 
Rather at this juncture I believe 
we should carefully avoid falling 
into the common error of loose- 


a serious down- 


ness and over-exuberance that 
have characterized human ap- 
proach to problems in past periods 
of prosperity. Let us, in fact, en- 
courage conservative approach in 
the conduct of our own affairs. 
Let us encourage the exercise of 
caution and restraint in the inter- 
ests of preserving the integrity of 
the dollar and in order better to 
assure long-range sound economic 
progress. Let us vigorously op- 
pose and speak out against un- 
sound economic practices both 
within and outside government. 
Let us as investment bankers in- 
dependently and through this as- 
sociation utilize more fully the 
great skills and techniques that 
are available to us within the in- 
dustry and apply them to the 
shaping of public opinion in those 
areas in which we are uniquely 
qualified to function. 

This brings me to my final point 
—the responsibility of the invest- 
ment bankers in world affairs. 
American business management 
has been too preoccupied domes- 
tically in the postwar period to 
take an active role in business 
abroad. By and large the same has 
been true of the investment bank- 
ing community. In the absence, 
however, of a satisfactory flow ol 
private American capital and in- 
dustrial skills there has been no 
alternative but for the government 
to fill the gap. In many respects 
the foreign aid program has ac- 
complished a great deal both mil- 
itarily and also economically: 
without it many underdeveloped 
countries that are free today in- 
evitably would have fallen victim 
to communism. 


Private International 
Financing 


Nevertheless, it is no secret that 
our foreign aid program falls short 
of all its objectives. For that very 
reason, in fact, the President has 
appointed a commission for the 
purpose of conducting an exhaus- 
tive examination of the foreign 
aid program. It is to be hoped that 
a constructive plan for utilizing 
private channels on a sound basis 
can be devised, for it is only in 
this way that the advantages of 
the private enterprise svstem can 
be brought tangibly to the atten- 
tion of countries now receiving 
government ald. 

By substituting private for pub- 
lic participation the encourage- 
ment of nationalism and socialism 
can be eliminated. Tax and other 
incentives recommended by the 
President would go a long way to- 
ward stimulating an increasing 
flow of private funds. 

Some of the agricultural surplus 
disposal] plan funds have been spe- 
cifically earmarked for private 
junior capital can be 
furnished in this way, a basis is 
provided private re- 
sources are more apt to be enticed. 


usage. If 


on which 


There is ne better way, in my 
judgment, to fight communism 
than through capitalism. I had 
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intended to discuss more fully the 
prospects for foreign private in- 
vestment but this subject has just 
been quite adequately covered by 
my former colleague, Bob Garner. 
Formation of the International Fi- 


nance Corporation, which he heads 
is a salutary development that 
should help immeasurably in en- 
couraging the flow of American 
capital. It provides the basis for 
uS as investment bankers to enter 
the foreign field with highly 
skilled and experienced partners. 
At a later date I will have more to 
say about the possibilities of in- 
creasing the flow of American 
capital abroad but for the moment 
I would like to suggest to you that 
while we have not lived up to our 
responsibilities in this field nei- 
ther have we grasped the oppor- 
tunities that are available in this 
exciting area. 
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Two With Marache Co. 


(Special te THe FINANCIAL CHRONICLE) 
LOS ANGELES, Calif.—Vernor 
R. Herring and Charles A. Lan- 
ning have been added to the statf 
of Marache, Dofflemyre & Co. 
634 South Spring Street, mem- 


bers of the Los Angeles Stocte 
Exchange. Mr. Herring was for- 


merly with First California Com- 
pany. 


Shearson, Hammill Adds 


(Special to Tez Financia, CHRONICLE) 

LOS ANGELES, Calif.—Miltoa 
C. Erman, William H. Haskell. 
John E. Shlaudeman and Waldo 
C. Zane have become connectect 
with Shearson, Hammill & Coa. 
520 South Grand Avenue. Mr. 
Haskell was formerly with Wa!- 
ston & Co. 
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Public Works Needs of America 


with vigor. Nevertheless if the 
1955 construction rate were main- 
tained for five years it would pro- 
vide only 325,000 classrooms. For- 
tunately the rate of school 
struction is increasing. If the rate 
of increase can be maintained we 


COn- 


might take some of the edge off 
what now constitutes a critical 


national problem. 

The situation in highways 1s 
equally well known by the gen- 
eral public. It is not so well ap- 
preciated that obsolete roads are 
costing the United States needless 
waste of lives and dollars. The 
enactment of the Highway Act of 
1956 addressed itself directly to 
eliminating this waste. The new 
Interstate System with its limited 
access characteristics will result 
in an estimated 72% fewer deaths 
and 76% fewer accidents on that 
System alone. And that is only 
41.000 miles out of a national total 
of over three million miles ot 
highways, roads, and streets. The 


Automobile Manufacturers’ Asso- 
ciation has estimated that the 
Interstate System may save $2.1 


billion annually in savings in fuel 
and tires, in accident losses, and in 
commercial vehicle time. 

The Federal Highway Adminis- 
trator, the Bureau of Public 
Roads, and the State Highway 
Departments are working at top 
speed to get the tremendous high- 
way program rolling. Projects on 
the Interstate System authorized 
since July 1, 1956, total $2 billion 


528 million. Thirty-one States 
have been authorized to call for 
bids on Interstate projects since 
July 1. The general public may 
get a bit impatient during the 
next year or so while the pro- 
gram is accelerating but you, I 
believe, will understand that a 


program of this magnitude cannot 
burst into full bloom immediately. 


Growing Water Scarcity 

As this nation grows, as 
all other civilizations, it is in- 
lelibly linked to and dependent 
upon the availability of water-——a 
primary, essential element of life 
and progress. Water is required 
10t for only human existence and 
for production of food and fiber, 
but also in extensive quantities to 
produce energy and for practically 
every manufacturing process. Per- 
haps in no phase of public works 
is long-range planning a more 
basic requisite than in the de- 
velopment of adequate and suit- 
able water supplies. It is no 
longer a simple matter of merely 
going out to a water course and 


with 


Istaking out a claim or drilling of a 


well. We must reach farther and 
still farther for our supply and 
take positive steps to conserve 


those supplies already developed. 
Water and our future are in- 
separable. 

Aside from our growing popula- 
tion, Our per capita use of water 
has about tripled in the last 55 
years. It is estimated that by 1975 
it will be four times what it was 
at the turn of the century. The 


increase in use of water during 


the next 20 years is estimated at 
191 billion gallons per day or an 
amount equal to the supply of 
120 New York cities. These 
statistics, grim enough in them- 
selves, do not reflect ihe alarming 
lature of tne shortages currently 
being experienced in some areas 
of the country which are not as 
fortunate as others. In many areas 
demands are increasing more 
1apidlly than the supplies that can 
be provided. Today, one out of 
every eight cities faces a water 
shortage. In the state of Texas, 
while the population § increased 
120%. from 1890 to 1950, water 
consumption in the same period 
increased an astounding 13,500%! 

It was truly said by the Presi- 
dent of the United States that we 
must study where every drop of 
water falls and what we are going 
to do with it, f<om the Continental 
Divide to tne sea. Knowing that 
th» supply is not inexhaustible, 
we must therefore plan today to 
use every means availabe to us 
to store and use water more ef- 
ficiently, to clean up our rivers, 
to develon economic means of re- 


fining sea water, or face inevi- 
table water shortages. 
Not only are we stepping up 


our demands for water but we are 
not coping with the growing prob- 
lem of pollution. Polluted water 
may be considered as wasted 
water. Upstream pollution of our 
streams and rivers denies those 
downstream the rightful and 
needed use of water. If proper 
waste treatment is followed up- 
stream, water re-use is permitted 
downstream. You may be sur- 
prised at the large requirement 
for adeauate waste treatment. The 
United States Public Health Serv- 
ice reports that less than one- 
fourth of potential sources of pol- 
lution now have adequate treat- 
ment. Specifically there are 12,000 
municipal and 10,000 industrial 
sources of pollution today. Out of 
this 22.000 total. only 4,409 have 
adequate capacity for treating 
their water wastes. Treatment at 
the remaining 17,200 locations is 
either inadequate or non-existent. 
In the face of the increasing de- 
mand, re-use of water is essential. 

These and the other public 
works needs have been further 
complicated by the unequal dis- 
tribution of our population growth. 
The ravid growth of metropolitan 
areas in the United States has 
been a postwar phenomenon 
which has drawn the attention of 
sociologists, economists, and stu- 
dents of government as well as 
bankers and envineers. Between 
1950 and 1955, the United States 
povviation increased 11.8 million 
persons, a sizable growth. Yet, 
97% of this increase has occurred 
in the 173 standard metropolitan 
areas which contain 57% of 
our total population on only 7% 
of the land area. Only 3% of our 
five-vear growth has been in the 
This growth in cities 
and their suburbs demands a con- 
tinuing expansion of public facili- 


now 


rural areas. 


ties in these areas. 
licuually 


This is a par- 
usiiiCcuit probiem. 


Overlapping Jurisdictions 

As if this were not enough, in 
Me€uOpOilcan arcaS WE hiave tue 
turtocr problem “of overlapping 
jurisaictions. Consider for a mo- 
ment tue normal political sub- 
aivisions of central cities and 
their suburbs — counties, towns, 
and townships—all within a com- 
mon COnmmunity. ‘tte iaws, 
taxes, and fiscal capacities can 
anu frequently do dister widely. 

Supelimposed on these’ are 
many special purpose authorities 
or commissions which may foltow 
arbiirary or physical features anJ 
span the political boundaries. For 
exampie, there are roaus and 
streets, inciuding tunnels and 
bridges. These must be area wide. 
Next, we might have an intergov- 
ernmental transit 


authority op- 
erating bus lines and subways. 
Then there are usually one or 
more school districts, so netimes 


Virtually autonomous. Sanitary 
districts often must follow the 
dictates of terrain and cannot stop 
at political boundaries. If our 
imaginary city is on the coast or 
the Great Lakes or some of our 
vast inland waterways, there may 
be a comprehensive port author- 
ity. These are but a few examples 
which readily come to mind. One 
major metropolitan area in the 
United States has 960 such gov- 
ernmental entities. I point to this 
problem merely to emphasize its 
complicating effect on the 
achievement of coordinated plan- 
ning of public works. 

The Council of State 
ments has recomended 
various states establish 
thority for general metropolitan 
units which would provide them 
with (a) authority and flexibility 
for adequate functioning. (b) the 
ability to finance themselves. and 
(c) an organivation responsible to 
and deriving its operatines author- 
itv from the peonle of the entire 
area concerned. We strongly en- 
corse this key recomendation of 
the Council. 


rovern- 
that the 
legal au- 


Constant Dollar Per Capita Debt 

Investment bankers, of course, 
will recognize at once the impact 
of sound financial management on 
effective capital exnansion. From 
our point of view, balanced publie 
works expenditures can be main- 
tained at a stable level only by 
prover financial management. One 
of the elements of proper man- 
agement is the balance hetween 
expenditures from current rev- 
enues and those from borrowing. 
It seems logical to us that in times 
of abundant revenue a larger 
proportion of public works ex- 
penditures should come from cur- 
rent revenues. This would retain 
the borrowing canacity of the 
local government for greater use 
in those times when revenues are 
decreased. The capability of vari- 
ous levels of government to carry 
out public works program in light 
of their fiscal 
widely. I am persuaded however, 
that, in the main, their present 
public debts are not obstacles to 
a healthy sound development of 
such programs. 


resources’ varies 
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In 1932, the Federal and the 
state-local debts were about 
equal, at $19.5 billion each. By 


1955, the Federal 
$275 billion and the _ state-local 
to $39 billion. On a per capita 
basis, the 1955 debts were $1,660 
and $200, for Federal and state- 
local respectively. Since the value 
of the 1955 dollar is only about 
one-half that of 1932, state-local 
debt, in terms of conscant dollars, 
is about the same now as it was 25 
years ago, while tme Federal debt 
is six and one-half times as great 
as it was. Of course, it is realized 
that state and local sources of rev- 
enue are recuced when Federal 
demands become as great as they 
have. 

The Investment Bankers of 
America are contributing in =a 
significant way to the healthy and 
sound development of municipal 
credit. 

We are aware of the role whieh 
many of you play as individuals 
in your Fone communities in ad- 
vising local officials of the steps 
to take in orcer to assure the best 
use Of municipal credit. 


debt grew to 


Areas Requiring Help 

As time goes on vou as an As- 
sociation will un7’oubtedly find 
other areas in which the snecinl 
knowledge ani. special talents 
available to you can also serve 
local officials. I will mention only 
a few: 

(1) The easing of statutory and 
constitutional debt limits so as 
to permit a wider pledgz> of the 
local governments’ faith and 
credit; 

(2) the elimination or delimita- 
tion of the powers of uneconomic 
units of local government: 

(3) the positive and active en- 
couragement of sound financial 
managerert practices by state 
and local officials: 

(4) the encouragement and as- 
sistance of local efforts in self- 
analysis of economic potential on 
a long-range basis. 

In each of these areas your 
wealth of experience can contrib- 
ute to the financial health of state 
and local governments. 


Explains Met*od Fixing Public 
Works Scope 

With this background of the 
size, diversity, ani complexity of 
public works needs and the prob- 
lems of financing them, I would 
like to now explain briefly a 
rational and practical method by 
which any level of government 
may determine its public works 
needs and program properly to 
meet them. This system has been 
developed in response to the 
President’s purpose of strengthen- 
ing this forward planning. It is 
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the major duty which he has as- 
Signed to me. 


- We term this planning system 
the “Measured Needs” method. It 
may occur to you that the impo- 
Sition of a singie system on all 
levels of government would be 
difficult if not futile. Variations 
between different localities and 
variations between various fields 
of public works might seem to 
prohibit a rational approach such 
as the measured needs idea. The 
cure for this is simple; one must 
recognize at the outset that there 
is a variation as to location and 
timing of programs. Any criteria 
adopted for the measuring proc- 
esses must be flexible and subject 
to progressive modification as a 
community grows in strength and 
in accomplished planning. 


' With this flexibility in mind 
the overall sequence of develop- 
ment of measured needs into an- 
nual programs would be: Deter- 
mination of Measured Needs. 
These needs will be stated in 
broad and general terms projected 
as far into the future as is prac- 
tical. Preparation of Balanced 
Long-Range Plans. These long- 
range plans would cover a span 
of perhaps 15 or 20 years and 
would represent a thorough an- 
alysis of the measured needs and 
their relative urgencies. Devel- 
opment of Multi-Year Programs. 
A multi-year program may be 
called a mid-range plan or, in the 
case of state and local govern- 
ments, a capital improvement pro- 
gram. It should cover a period 


of approximately five years and 
be stated in terms of specific pro- 
jects. Derivation of Annual Pro- 
grams. This would cover the 
budget period, whether annual or 
biennial, and constitutes the selec- 
tion of projects from the current 
multi-year program. 


Breaks Down “Measured Needs” 
System 

This is the outline of the Sys- 

tem to which I have referred. Let 

us examine it a little more closely. 


The first step is the develop- 


ment of measured needs for each 
functional field of public facilities 
under the jurisdiction of the gov- 
ernment concerned. This is done 
on an objective basis without re- 
gard for the potential resources 
necessary to meet these needs. 
The resulting document would be 
a collection of quantitative needs 
expressed in volume of physical 
units without reference to prior- 
ity. Gross requirements minus 
existing usable facilities would 
represent current or outstanding 
needs. To accomplish this meas- 
urement requires two types of 
tools; general criteria and speciife 
criteria. 

The first tool in measuring 
needs, the general criteria, is basic 
to all functional fields. These 
criteria include past and projected 
population growth as well as past 
and projected economic growth. 
Depending upon the level of gov- 
ernment concerned, these data 
will be required for the nation as 
a whole, a region, a state or a 
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local community. The responsible 
parent unit of government will 
secure these data in most in- 
stances from Federal sources. My 
office is currently developing 
these general criteria in conjunc- 
tion with the Bureau of the Cen- 
sus and other statistical agencies. 

Next are the specific criteria, 
the development and use of which 
is a cooperative intergovernmenht- 
al action. Let us illustrate by us- 
ing the field of municipal water 
supply. The unit of measurement 
in this instance might be “gallons 
per person per day.” The Federal 
Government, as a beginning, will 
furnish a range for guidance, say 
140 to 200 gallons per person per 
day. Within this recommended 
range, a state government might 
select a similar upper and lower 
limitation such as 120 to 185 gal- 
lons per person per day and send 
these to constituent local govern- 
ments. A local government, based 
on local condiitons, climate, and 
available water resources will 
choose one criterion for their for- 
ward planning in water supply. 
This might be, say, 160 gallons per 
person per day. The results of 
such cooperative action will in- 
clude uniformity of planning 
goals in similar communities, a 
basis for comparison of the rela- 
tive urgencies of separate func- 
tional fields, intensified progress 
toward meeting the needs of the 
people, and due recognition of 
local peculiarities and local needs. 
The same sort of progressive re- 
finements of criteria will apply 
in all the various functional fields. 

Having established aggregate 
measured needs through applica- 
tion of these criteria is, in itself, 
only the starting point. It has 
involved only the factor of devia- 
tion from accepted standards. As 
the planning process’ proceeds 
other factors will be brought to 
bear. In the development of bal- 
anced long-range plans we will 
consider a second factor, the es- 
sentiality of the services to be 
provided. Progressing into multi- 


year programs or_ mid - range 
plans, a third controlling factor 
emerges that of the urgency of 


the need with respect to timing. 
All needs are not the same with 
respect to the date by which they 
must be met. At the budget stage 
the principle controlling factor 
will be financial capabilities. 

This is not intended to imply 
that urgency in time and financial 
considerations are not considered 
in the long-range plan phase of 
this sequence. Even in prepara- 
tion of long-range plans, finan- 
cial capacities are considered but 
it is not, at that point, a controll- 
ing factor. Finally throughout the 
process public policy and public 
opinion must be considered and 
their influence accepted. 


In progressing from measured 
needs into balanced long-range 


plans, the parent unit of govern- 
ment will establish the relative 
urgencies of the respective public 
works field. Why is this determin- 
ation necessary’? The sum total 
of needs in all fieids will undoubt- 
edly exceed the possibilities of 
fulfilling them. Thus pressures 
are created and brought to bear 
on the responsible executive of 
that parent government. He will 
receive urgent pleas from func- 
tional departments under him and 
demands from citizen groups out- 
side. There must be given him an 
objective overall means whereby 
he can meet these pressures to the 


best interest of all the people. 
This he does by measuring the 


needs against applicable criteria, 
and then by weighing each func- 
tion against the others. This latter 
step is essentially one of analytical 
judgment but consideration must 
be given to the essentiality of the 
service, requirements of law, land 
availability and other elements 
of local conditions. 
Scheduling Priorities and 
Financing 

The preparation of balanced 
long-range plans is accomplished 
after the parent government has 


collected aggregate needs and 
assessed their relative urgencies. 
Long-range planning at this point 
will involve two distinct but re- 
lated levels. First, in a funcional 
agency or deparment such as a 
State Highway Department or a 
City Sewerage Department, the 
segments of needs in that func- 
tional category are weighed one 
against the other and functional 
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priorities established. This results 
in a priority list of these func- 
tional segments supported by a 
feasible long-range program of 
construction and broad financial 
requirements. This having been 
done, the comprehensive planning 
unit of the parent government can 
proceed to weigh the relative ur- 
gencies of the functional fields 


Continued on page 68 
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much more detailed than in the 
-arlier documents. 

Finally, we come to the devel- 
epment of the annual or biennial 
public works budget. The public 
works portion of this budget, of 
course, must be fitted into the 
total budget by the executive and 
his finance director or burget of- 
ficer. It is at this point where 
the dollar economy of proper 
planning in the field of public 
works begins to be effective. It 
is hereAhat proper planning pre- 
vents waste. 

There is, as you know, 
than most, an inordinate amount 
of competition among govern- 
mental programs for the avail- 
able dollar resources. If the ex- 
ecutive and his financial advisers 
have available balanced and 
phased long-range plans for pub- 
lic works «es an instrument for 
guidance, they can first determine 
most intelligently the total 
amount which should be applied 
to public works in any given 
budget and, secondly, they can 
allot with assurance the proper 
amounts to the functional fields 
of public works construction. Un- 
less there is this guidance in the 
form of a comprehensive plan, 
there is grave risk that public 
works will not be given an ade- 
quate share of resources and that 
such share as it is given may be 
wrongly spent. 


better 


Organizing for Comprehensive 
Planning 

To implement this. planning 
concept entails the establishment 
of comprehensive public works 
planning units at all levels of 
government. Progress toward the 
establishment of such units has 
been slow. Arizona and California 
authorized planning units in the 
last sessions cf their legislations 
and Maryland already has one, 
the only State which has main- 
tained such a unit over the last 
two decades. For local govern- 
ments, particularly those involved 
in the “Metropolitan Area Prob- 
lem,” such planning agencies are 
most necessary. In a metropolitan 
area, the coverage of the plan- 
ning unit must obviously be the 
whole area. In other local gov- 
ernments there may be separate 
units, or several communities 
might band together in anticipa- 
tion of future common interests 
or to attain and econ- 


mended criteria would flow 
downward from the higher leve'!s 
of government and information 
on public works needs would flow 
upward from the lower levels of 
government to the higher levels. 
It is not intended, however, that 
detailed long-range plans be sub- 
mitted by local governments to 
the State government or by the 
States to the Federal Government 
unless there is financial aid or 
cost-sharing already established 
in law for a particular functional! 
field. 

Within the individual govern- 
ment structure, the organization 
for comprehensive planning 
should be reasonably similar at 
all levels. Such a planning unit 
should be so located in the or- 
ganization structure that it is 
immediately responsive to the di- 
rection of the Chief Executive. 
It wiil work in conjunction with 
the operating departments which 
originate and develop functional 
plans and tne finance officer who 
develops basic financial programs. 
The unit should maintain constant 
liaison with the pianning units 
of adjacent governments and seek 
and use the advice of competent 
groups of civic-minded citizens 

The substance of this method 
has been presented to our Ad- 
visory Committee of state and 
local representatives and they 
deem it reasonable, feasible and 
desirable. 


President Endorses Systematic 
Programs 

The principles I have voiced 
are not in themselves new. Many 
of your own local governments 
have already pui them to work. 
As a nation, however, we have 
failed in fully utilizing them and 
in obtaining the benefits avail- 
able to us. There are good rea- 
sons for this — the pressures of 
wars, both hot and cold, over 
the past decade and a half have 
forced us to other endeavors. We 
can no longer afford to neglect 
these basic principles. Proper 
planning habits must be fitted 
into our daily routine and become 
a part of it. No one realizes bet- 
ter than I that it will take time 
to attain the goal of comprehen- 
sive planning throughout the gov- 
ernments of our States and com- 
munities. I know as you do that 
it will take the devoted efforts 
of all responsible public officials 


now exist. There are many mu- 
nicipal, metropolitan, regional 
and State planning agencies con- 
cerned with and contributing to 
one or more aspects of compre- 
hensive planning. 


This is a matter in which the 
President has a deep interest. As 
you know, his Administration has 
and will continue to seek that 
which is best for 168 million 
Americans. Not long ago the 
President suggested that this con- 
cept of systematic attention to the 
public works needs of the people 
should be presented to as many 
groups of responsible government 
and business leaders as possible. 
It was with that in mind that I 
was so pleased to accept your in- 
vitation to address you. That is 
why I must leave you rather hast- 
ily and hurry on to St. Louis for 
an address before the American 
Municipal Association. 

I know of no group more deeply 
concerned for a sound and pros- 
perous America than the Invest- 
ment Bankers. Yours is a policy 
of enlightened self-interest which 
recognizes that that which makes 
for a strong nation is best for you 
as individual businessmen and as 
a group. 

Let us start up the road to ade- 
quate public facilities in the 
nation. 


With Deringer & Stautz 


(Special to TH= FINaNcIaL CHRONICLE) 
CLEARWATER, Fla. — Fred E. 
Linkogle is now connected with 
Deringer & Stautz, Inc., 1142 Gulf 
to Bay Boulevard. 


Makris Kakouris Adds 


(Special to THe FINANCIAL CHRONICLE) 
MIAMI, Fla.—George S. Miller 
has been added to the staff of 
Makris & Kakouris Investment 
Bankers, Ainsley Building. 


Joins Goodbody Staff 

(Special to Tue FINANCIAL CHRONICLE) 
ORLANDO, Fla.—Lee L. Timby 
has joined the staff of Goodbody 
& Co., 127 North Main Street. He 
was formerly with Grimm & Co, 


With Gerard Jobin 


(Special to Tuz FINANCIAL CHRONICLE) 


ST. PETERSBURG, Fla. — Her- 
bert J. Wasson is now with Gerard 
R. Jobin Investments Ltd., 242 
Beach Drive, North. 
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to reach this objective. They can 
be greatly aided by the support 
and efforts of the Investment 
Bankers Association and other 
such forward looking organiza- 
tions. Fortunately, we are not 
faced with starting completely 
from scratch; much has _ been 
done, much is being done, and 
many parts of the framework do 


omy through joint effort. Once 
these comprehensive planning 
units are in being, close liaison 
should be maintained between 
them. In general, technical as- 
sistance, information, and recom- 


With Frank L. Bateman 


(Special to THe FINANCIAL CHRONICLE) 
PALM BEACH, Fla.—Adrian R. 
Van Voast is now with Frank B. 
Bateman, 243 South County Road. 
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Report of IBA 
Canadian Committee 


large proportion of bills is held by 
non-financial corporations. 


Tax Dividend Credit 


The government has played an 
important part towards directing 
Savings to the purchase of equity 
securities by the provision of a 
20% tax dividend credit that is 
applicable to the income from 
preferred or common shares of 
Canadian tax paying corporations. 
In addition to this, Canadian in- 
vestors are not subjected to a 
capital gains tax. 

It is in the field of education 
that the greatest possibilities lie 
for the redirection and more effi- 
cient use of Canadian savings. The 
Investment Dealers’ Association of 
Canada is playing a very impor- 
tant part in this field. A compre- 
hensive system of courses under 
the guidance of a full-time Direc- 
tor of Education provides for in- 
struction in investment principles 
and practices for the employees of 
Investment Dealers and Stock- 
brokers. In addition, lecture 
courses sponsored by the I. D. A. 
are held each year in most of the 
universities of Canada for the 
purpose of spreading investment 
knowledge to the Canadian pub- 
lic. The I. D. A. in cooneraticon 
with the University of Toronto 
has made available to the Cana- 
dian public a correspondence 
course entitled “How to Invest 
Your Money.” The I. D. A. also 
provides speakers and the use of 
a film on investments to various 
organizations and groups across 
Canada. While the effectiveness 
of such educational methods is 


tion of Canada’s holdings of gold 
and United States dollars, and the 
Canadian dollar would soon go to 
a sizable discount when valued in 
terms of United States dollars. 
That this has not been the case 
has been due to the heavy flow of 
capital funds from the United 
States to Canada. These funds 
have been sufficient not only to 
offset the trade deficits, but have 
also resulted in the Canadian dol- 
lar remaining at a premium in 
terms of United States dollars. 


Trade Deficit Persistence 


It is a matter for speculation as 
to how long Canada can continue 
to incur such large deficits in her 
trade with the United States, with 
the deficits being offset by the in- 
flow of United States capital 
funds. There are no immediate 
signs of major changes that will 
affect this situation. It is antici- 
pated that Canada’s economic ex- 
pansion will continue at perhaps 
an increasing rate, and tnat for 
some years to come Canada will 
require heavy imports of manu- 
factured goods from the United 
States as well as_ substantial 
amounts of capital funds. 

Nevertheless, it is likely that 
over the longer term, Canada’s 
exports to the United States will 
more nearly offset in value her 


imports from the United States. 
This prediction is based on the 


growing need in the United States 
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in- 


for Canadian raw materials, 
cluding iron ore, petroleum, ura- 
nium, lead, zinc, nickel and many 


other materials. In addition, it is 
likely that Canada will gradually 
become less dependent upon the 
United States for manufactured 
goods, for with her growing popu- 
lation and expanding domestic 
markets, Canadian manufacturing 
industries will eventually be able 
to supply a much larger propor- 
tion of Canadian requirements of 
both consumer and capital manu- 
factured goods. 


It is also likely that over the 
longer term, the financing of Can- 
ada’s capital development will be- 
come less dependent on the inflow 
of capital funds from outside her 
borders. The volume of Canadian 
savings is increasing at a fast rate 
as a result of population growth, 
increasing productivity and rising 
income levels. It is anticipated 
that Canada will eventually be in 
a position not only to finance di- 
rectly a much larger proportion of 
her own capital development, but 
will also take an important place 
among the net capital exporting 
countries of the world. 


Present Problem 


Coming back to the present and 
current problems, it is observed 
that while Canadians have little 
cause to be concerned regarding 
the volume of capital funds that 
have been entering Canada, per- 
haps they have had a little more 
cause for concern in the tendency 
for much of the investment funds 
entering Canada to represent out- 
right ownership or control of the 
enterprises that are being fi- 
nanced. Statistics indicate that 
more than one-half of all the 


Continued on page 70 
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The Canadian Balance of International Payments, 1951-1955 


(Millions of dollars) 


BETWEEN CANADA AND THE UNITED STATES 


ACCOUNT— 1951 1952 1953 
Current Receipts: 
Merchandise exports (adjusted)...............2.2000- 2,326 2,346 2,458 
Gold production available for export................. 150 150 144 
i ery oe en 4 ee ae 258 257 282 
SUTIN ID IOI Bion cones rsccsdcaeesce ets caved 57 85 101 
er nee 164 174 164 
Inheritances and jnmigrants’ funds.................. 32 38 41 
Pal GORE GUTUND TUBING oc cece cc cig iv enewetccwcss 191 224 253 
VORA GUPVOME TROCEIBUS 2. ccc cei cdc cccteeecevos 3,178 3,274 3,443 
Current Payments: 
Merchandise imports (adjusted)...................... 2,842 2,817 3,046 
ER eee rer ee 246 294 307 
Re MP II os 0 e-5.5 o-c ose anc ns eeee awetavee 382 344 334 
ee NE Gos 5.0. ou ces ov accedeeddeke ve 276 302 296 
Inheritances and emigrants’ funds................... 55 77 74 
Fy I PT IONS so oars Ss ob voc cde sa dcapeeris 328 289 290 
Ue | ere re 4,129 4,123 4,347 
Balance on merchandise trade...................00eeee —516 —471 —S588 
Balance OM Other tansactions. ...%. 6... ce cc cc wccccccs —435 —378 —316 
Eth MAORI, TEEHONODs 6 0-00:0.0n00tabesseseessiser —951 —849 —904 
Capital Account: 
Direct Investment: 
ivect. invesiement in-Canada. 2... ..ccccccccsccccecss +270 +319 +346 
WNPMEG TPNOINOTIE DONO 5 6 oon c coe cecucscsseeetocee a — 42 — 33 
Canadian Securities: 
ree 40 “GUESEANCIAD ISSUES. 65 ocd sce cc cesses +20  —104 — 80 
Oe oie 6 eG od seis uw M mr oleues 000.656 eolee-4 +404 +315 +322 
ES ceca virvc cbc bos cas ede ie koe cente —159 — 75 —132 
Foreign Securities: 
Trade in outstanding issues...................000. + 18 + 9 + 20 
CC rs Oe Salnels asa bedcessanmnsebuiers _ — 5§ — 18 
ah oh 5 o's bah weld eas ciao G RES te Pe + 2 te + 1 
Change in Canadian dollar holdings of foreigners..... — 53 — 37 — 1 
Change in official holdings of gold and U. S. dollars 
DUNNO SIND grass o:0,05-0.60 os wn. 50 + 0/0 5 sce 6 SAIS — 39 —80 + 42 
RINY RT, SIONS So's. o's scien evs nese's san'e-es +59 —458 —223 
SOE EE IONE os sip cv aiwee'y: vod sine eee +515 —158 +244 
Balance settled by exchange transfers................. +436 +1,007 +660 
Total financing of current account balance............. +951 +849 +904 


(SOURCE: 





+299 
—184 
+ 6 
— 3 
+ 3 
+ 19 


—121 
+ 18 
+277 
+530 
+807 


1955 


—1,041 


“The Canadian Balance of International Payments, 1955,’ Dominion Bureau of Statistics) 


69 












Established 1919 








Telephone Washington 4970 


GOLDMAN, SACHS & CO., 





‘MANAGER TRADING DEPARTMENT 
JOHN A. BRADT 


LIBERTY BANK BUILDING * BUFFALO 2,N. Y. 
Bell Teletype BU 46 


THORNTON BLDG., WELLSVILLE, N. Y. 
MAIN & PINE STS., LOCKPORT, N. 
70 NIAGARA ST., BUFFALO 2, N. Y. 


Direct Private Wires to 
NEW YORK CITY 
TUCKER, ANTHONY & CO., NEW YORK CITY 


MEMBERS NEW YORK STCCK EXCHANGE 
MEMBERS AMERICAN STOCK EXCHANGE (ASSOC. ) 


UNDERWRITERS — DISTRIBUTORS — DEALERS 


Primary markets in all securities 
of Buffalo and Western New York 


| - 


DOOLITTLE & CO. 














Members Stock Exch. ° 


IN 


Complete Trading Facilities * 
MARINE TRUST BUILDING, BUFFALO 3 
Telephone: W'Ashington 4035 
Bell Teletype BU 145 


Direct wire to Pershing & Co., 





Associate Members 


BROKERS AND DEALERS 


LISTED and UNLISTED 
| SECURITIES 


Retail Distribution 
BEekman 


New York 


HAMLIN & LUNT 


American Stock Exch. 


2 WALL STREET, NEW YORK 5 
Telephone: 
Rochester, N. Y. 


3-7022 
Norwich, N. Y. 








In 








Your Inquiries are invited 


We maintain active trading markets 








2: “ne: ACCOUNT— 1951 1952 1953 1954 1955 
difficult to measure statistically  gyren Receipts: 
in terms of their influence on the Merchandise exports (adjusted)..................-. 3,950 4.339 4,152 4 «a2 
; ; Mutual Aid to NATO Countries...................... 145 200 246 2 
pattern of savings in Canada, Gold production available for export................. 150 150 144 155 155 
there can be no doubt that they ORO AS ee a eee 274 275 302 305 328 
do play an important part in help- gt OB SDE SRe Sr autres 115 145 165 147 160 
ing to make Canadians more con- Freight and shipping. . aw es po ectasccceecccecenccees 351 383 318 313 385 
; ata Inheritances and immigrants’ funds................. 77 85 91 89 86 
scious of the opportunities that All other current receipts......................... 249 «281319298393 
are available to them to invest in TOM Current RECEIOS 0. soos cccdeccncsascces 5,311 5,858 5,737 5,520 6,061 
the future of their country. Current Payments: 
Merchandise imports (adjusted)...................24- 4,097 1 - a ‘a 
Balance of Payments Travel CMPONDMIES .. 22sec eccccsccereserescerecnes 280 41 3 
SO ns wa widsrn cies cow's meee ans 450 413 404 423 477 
I would like now to discuss the Freight and oh eo A a 34 avs 374 a6 aoe 
aw P attata 4 ° P 2 zs nheritances and emigrants’ funds................... 7 
pert that Canadas imports of cap Official contributions ..................-- 010000. 9 16 25 il 24 
ital funds from the United States Mutual Aid to NATO Countries..................... 145 290 246 234 222 
play in offsetting Canada’s sizable All other curvent payments ae ee ieee Pe 23 , is 542 a 
Meite j - > } > j ota ns sé cendesedscepereneeans F ¥ ’ » 
deficits in trade with the United Balance on merchandise trade............. . —147 +489 — 58 + 13 —208 
States. The volume of trade be-  gajance on other transactions (excl. official contributions) —361 —309 —360 —434 —460 
tween our two countries is greater Official contributions ...............0. cece e cence ee ees 9 —16 —25 —i1L — 24 
than that between any other two Current Account ae oe ae ar ee —517 +164 —443 —432 —692 
countries in the world. This ee a... 
trade, however, is far from bal- Direct investment in Canada................see0e- +309 +346 +426 +392 +410 
anced, for Canada imports much Direct investment abroad.............c.ecceeeeees —-n -—-T =-f ~— 6) wae 
more from the United States than Canadian Securities: 
cae 3 . A i Teme: 10 GURSIANIAG 16GNES 6 ios ican nccccne caus cele +38 —%4 —-31 +63 —17 
it ogee —— cay ee Die nah oe DM cpa dai ds ck aes +411 +316 +335 +331 +166 
rent year, anadas 5 PRT T 27 1207 vols os D'senienon shaw solaer eee _~ _ _ _ _ 
the United States will probably Foreign Securities: 
be somewhat in excess of $1,000,- Mind in outstanding ERE PET PP OPED + % + 2 + 2 + Ri of . 
000,000 greater than her exports —— Retirements 1.00IIUEEINIEEENIID #30 Ed #2 Ea 
to the United States. It is largely Loans by Government of Canada: 
because of this imbalance in trade OE lenge EU) ie iy Sa ae? ae ae 
< ‘ is nN siti _ Repayment of postwar loans..............seeceeces + 3 
that Canada is -~ sensitive to rs S Repayment of war loans.............+-+seeseeeees + 34 + 23 + 50 + 30 + 30 
import tariffs and trade réstric- Change in Canadian dollar holdings of foreigners..... —192 — 66 — 18 + 34 + 89 
tions. Change in official holdings of gold and foreign exchange - - + 3 134 a 
: . = =r CR ES te oo cn ceca nhearaaakn ss “= a a 
Ordinarily, Canada’s recurring OO COCR IIE on cc casusracceredveesecens +128  —5il —185 —28 +197 
trade deficits with the United Met CApHAl GIBUOMIORE... <2. .2cccccccccerssesess +517 —164 +4443 +432 +692 
States would result in the deple- (SOURCE: "The Canadian Balance of International Payments, 1955,’ Dominidn ‘Bureau of Statistics) 
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oer 


lions of dollars) 
1947 1948 1949 1950 1951 1952 1953 1954 1955t 
Gross Inflows of New Capital— 
Petroleum industry (exploration, 
development, refining, transpor- 


tation, and merchandising) 12 23 59 116 140 178 172 187 192 
Mining n.i.e. ... 2 5 10 30 37 98 140 66 69 
Pulp and paper coaancmee 11 14 3 9 31 7 P 23 32 
Manufacturing n.i.e a ; 71 52 41 67 
Utilities n.i.e. 2 6 Z 2 
Merchandising n.i.e ; 41 37 42 88 101 = 31 9 18 
Financial ° 1 13 15 17 
Miscellaneous 2 4 7 12 

Sub-total 66 79 114 243 309 364 383 350 409 
Return of capital & 18 30 43 39 45 37 62 103 
Net capital inflow for direct investment 58 61 84 200 270 319 346 288 306 
Net other identified capital move- 

ments affecting the investment of 
United States residents in United } a 
States-controlled enterprises — 35 20 17 17 34 129 —2 28 45 

Net capital inflow... 23 81 101 217 304 448 344 316 351 
Retent on of profits and er factc 

ding revaluations, € ifica 

tions, and sim ar accounting a ss : 
adjustments nea 97 178 187 114 166 188¢ 330 218 509+§ 

Net increase in book value 120 259 288 331 470 636 674 534t 8608 
; New issues, retirements, borrowing, investment abroad, etc., affecting the tolal value of 
investment in Canada by United States residents in United States controlled enterprises; also 
ncludes classification adjusments in respect of direct investment transactions representing 
significant investment in non-United States controlled enterprises. 


tPreliminary. 

tThis figure is affected by unusually large reclassifications between direct and portfolio 
investments and by possible revisions of the 1954 totals. 

§Provisional estimate subject to revision. 

NOTE—In addition to investment in new construction and new machinery and equipment 
included in gross domestic investment as published in the National Accounts, the above figures 


reflect investment in other forms and the acquisition of existing assets and resources of Canadians. 
For these and other reasons the series are not strictly comparable. 


(SOURCE: “The Canadian Balance of International Payments, 1955,’’ Dominion Bureau of Statistics) 


Value of United States Investments in Canada, 
Selected Year Ends 1930-1955 
(Millions of dollars) 


Classification— 1930 1945 1949 1951 1952 1953 1954 1955t 
Direct investment ....... 1,993 2,304 3,095 3,896 4,532 5,206 5,740 6,600 
Govt. and municipal bonds 1,205 1,450 1,534 1,898 1,835 1,870 1,822 1,649 
Other portfolio investments 1,368 1,106 1,106 1,269 1,382 BR 1,641 1,575 


New investment funds : : 117 170 
Miscellaneous assets ..... 94 130 170 195 249 257 302 355 
Total book value..... 4,660 4,990 5,905 7,258 7,998 8 868 9,622 10,349 


New series not strictly comparable with earlier years. tProvisional estimate subject to revision. 
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Manufacturing and Mining Enterprises in Canada, 
Concentration and Control, End of 1953 


Mining other 





Petroleum explo- than petroleum Manufacturing 
ration development, exploration & o.Lner than manu g 
—and refining— development petroleum refining —and mining— 
All Large All Large All Large All Larce 
Enter- Enter- Enter- Enter- Enter- Enter- Enter- Enter- 
prises prise p es prises prises prises prise p es 
Book values— (Millions of Dollars) 
Controlled in Canada 582 191 726 319 4,290 L Biz 5,598 2,082 
Controlled outside Canada 1.186 831 898 676 3 839 1,877 5,923 84 
Total F 1,768 1,022 1,624 995 8,129 3,449 11,521 5,466 
Percentage distributions— Per cent) 
Total Industry 100 58 100 61 100 42 100 47 
Controlled in Canada 33 19 45 32 53 46 49 
Controlled outside Canada 67 81 55 63 47 54 51 62 
Large enterprises include all manufacturing and mining companies with an aggregate 
ment in Canada of $25 million or more at the end of 1953. There were 13 such enterprise i 
the petroleum classification, 14 in other mining, and 55 other manufacturing. 


(SOURCE: The Canadian Balance of International Payments, 1955,’ Dominion Bureau of Statistics) 


Non-Resident Ownership as a Percentage of Selected Canadian 
Industries, Selected Year Ends, 1926-1953 


Industry classification— 1926 1930 1939 1948 1951 1952 1953 
Percentage of total owned by all non-residenis: 
Manufacturing 38 40 42 42 44 46 47 


Mining, smelting and petroleum exploration and 


development ' 37 44 40 9 51 54 56 
Steam railways ; 55 56 5 45 40 8 7 
Other utilities 3 36 27 20 13 18 17 

Total of above industries and merchandising 37 9 38 32 32 32 32 
Percentage of total owned by U. S. residents: 
Manufacturing ; : ; ects 30 33 34 35 36 33 8 
Mining, smelting and petroleum exploration and 

development” .... ; ; ‘ bea 28 34 31 32 45 49 52 
Steam railways ... ihe sak we it i 21 18 21 18 17 16 
Other utilities .. iS im ; ‘ ve Zo 30 20 16 16 16 15 


Total of above industries and merchandising 19 24 22 23 24 25 25 
Investments in exploraticn and development of petroleum by companies engaged principally 

in refining and production of petroleum products are included in manufacturing. 
(SOURCE: “The Canadian Balance of International Payments, 1955,‘ Dominion Bureau of Statistics) 


Foreign Capital Invested in Canada, Year Ends 1952-1954 
(Classification by Type of Investment) 
(Millions of dollars) 
Owned, by all Non-Residents Owned by United States 


1952 1953 1954 1952 1953 1954 
Government Securities: 


Dominion .... ap eee a sats 858 744 659 737 608 §15 
PROVINCIAL 6250s ces ee 4% 816 930 964 782 886 914 
Municipal ........ : whos : : 354 413 433 316 376 393 
et Se eae eer > See 2,028 2,087 2,056 1,835 1,870 1,822 
Manufacturing: 
Vegetable products . stn esa Sy Ne 382 426 449 236 325 342 
Animal products ... ; ; 83 89 95 72 78 82 
TOXMEHOS «ces ar ; 2m 117 115 121 61 59 62 
Wood and paper products.......... : 769 837 937 619 630 773 
Iron and products..... Aa eck Paate 623 699 ten 580 649 659 
Non-ferrous metals ........ Pa Ree ree 599 694 722 430 43 567 
Non-metallic minerals wi vae a sees t 538 606 695 499 5 622 
Chemicals and allied products...... ; 339 366 402 259 276 293 
Miscellaneous manufactures ...2..... Hine 87 93 116 60 66 79 
a se ae oe 3,537 3,925 4,260 2,916 3,214 3,489 
Mining and smelting Ale Gs weet en meee 1,076 1,422 1,656 976 ) eb 1,522 
Public Utilities: , as 
Railways A See ey ee in Beye 1,429 1,420 1,418 644 620 624 
Cther ons ee paki Gee ate ae 639 6380 726 550 590 625 
Sub-total .... ee 2,068 2,100 2,144 1,194 1,210 1,249 
Merchandising ... ap : ; : 447 53 577 317 383 418 
Financial institutions ae ees : 648 776 1,066 395 434 696 
Other enterprises ...... EA a ; 133 151 149 116 130 124 
Miscellaneous investments ................. 447 467 561 249 257 302 
POhal investwents 26. «6. ieee e cece. 10,384 11,458 12,469 7,998 8,868 9 622 


(SOURCE:~'The Canadian Balance of International Payments, 1955,’’ Dominion Bureau of Statistics) 
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enterprises in Canada engaged in 
manufacturing and mining are 
controlled outside of Canada. 

It has been a matter of common 
regret in Canada that opportuni- 
ties have not been greater for par- 
ticipation by Canadians in the 
ownership of many of the Cana- 
dian companies that are wholly- 
owned in the United States. One 
of the main obstacles in the past 
to the provision of Canadian 
equity participation in these in- 
dustries has been a tax convention 
that has resulted in a tax penalty 
to United States companies that 
were less than 95% owned in the 
United States. This tax conven- 
tion has recently been revised, and 
when it has been ratified by the 
United States Government, a num- 
ber of United States companies 
with subsidiaries in Canada will 
be in a position to provide the 
Canadian public with an oppor- 
tunity to participate directly in 
the equity of these Canadian sub- 
sidiaries. 

In closing, I would like to re- 
mark on the very close relation- 
ship that exists between Canada 
und the United States in all 
spheres of activity. Although it 
would be possible from time to 
time to place one’s finger on 
minor differences in some few se- 
lected fields, these differences 
appear relatively unimportant and 
are far outweighed by the many 
more instances of cooperation and 
harmony that exists between the 
two countries. These latter quali- 
ties are particularly apparent in 
tne investment field, and it is to 
be doubted whether a closer and 
more agreeable relationship could 
exist between any two groups than 
that which exists between the 
Investment Bankers of America 
and the Investment Dealers’ of 
Canada. [Editor’s Note: The tables 
reproduced herein were prepared 
by the Committee. 

Respectfully submitted. 
CANADIAN COMMITTEE 
David K. Baldwin, Chairman 

Nesbitt, Thomson and Company 

Limited, Montreal 
Frederick B. Ashplant 

Vice-Chairman 
F. B. Ashplant & Co., New York 
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ited, Toronto 
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ited, Montreal 
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Forms J. T. Pollard Co. 


John T. Pollard & Co., Inc. has 
been formed with offices at 135 
Broadway, New York City, to en- 
gage in a securities business. Of- 
ficers are John T. Pollard, Jr., 
Louts H. Greenberg, 


Pollard was formerly 
Gould Co. Mr. 


with A. J. 
Greenberg was 


with M. J. Shuck Co. 
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Some External Aspects 
Of Canada’s Expansion 


quently they arise because the 
pressure on resources is so great 
that goods and services are di- 
verted from export markets to 
domestic expansion, with the re- 
sult that exports fall or at least 
fail to achieve a normal growth. 
I should like to stress that this has 
not been the case in Canada. Ex- 
ports are actually running at a 
rate nearly 50% higher than in 
1950. Indeed, to some extent the 
large increase in foreign demand 
for our exports has been the direct 


cause of internal expansion. The 
fact that we have been able to 
increase our exports so much 


while the expansion was going on 
must be attributed in part to a 
run of good luck for which we can 
claim no particular credit other 
than taking advantage of our op- 
portunities. Since 1950 we have 
had the equivalent of between 
eight or nine normal wheat crops 
in .seven years, with firm prices 
and good demand in all but a 
couple of years. Forest products 
have been almost continually in 
good demand — newsprint has 
been at capacity demand or better 
since 1947. Since the Korean War 
there has been an apparently in- 
satiable demand with generally 
high prices f@—hickel and alumi- 
num and mefé recently copper. 
Nor is this alti hen agricultural 
markets begat: ‘to sag off a few 
years ago we:Megan to enjoy the 
first fruits of,40me of our long- 
period reséyrce development. 
From a few mation dollars a year, 


iron ore ex ts have grown to 
over $100 milion. In spite of the 
exceptional rage i oil consump- 


tion in Canad She prairie discov- 
eries have eng led us to hold fuel 
imports at a‘level. only a little 
over 1950 levels, and at the same 
time provide § Sp orts—which were 
negligible before 1955—at a cur- 
rent rate of otér $100 million per 
annum. And ‘#f€anium production 
is only on théfwerge of assuming 
import propo ig 









Import Rise Due to Investment 


Our rising current account defi- 
cits are therefore wholly due to a 
greater rise in imports than in 
exports. Our imports are running 
70% higher than in 1950, with 
practically all the increase due to 
increased volume rather’ than 
price. The basic cause of the rise 
in imports is the intensity of de- 
mand for investment and other 
purposes. The physical limits of 
productive capacity are quickly 
reached in a small] and relatively 
new economy, and when this hap- 
pens the whole weight of demand 
is thrown on external sources. 


The principal increases in our 
imports can be directly traced to 
the investment boom. A commod- 
ity classification of imports by 
purpose which has recently be- 


come available shows that be- 
tween the first half of 1955 and 
the first half of 1956, when our 


total imports went up by almost 
30%, imports of investment goods 
rose by as much as 43% while 
consumer goods were up only 
18%. This distribution of imports 
is gratifying, of course, because 
it means that the bulk of the 
large increase in imports has gone 
to broaden the structure of the 
Canadian economy and_ provide 
for increased output in thé future. 


Medal 


like to comment 
briefly on the other side of the 
medal, i.e., the financial counter- 
part of these deficits, our 
capital imports. There is an un- 
avoidable tendency to think of the 
balance of payments in personal 
terms. If a person runs a deficit, 
and goes into debt presumably he 
has arranged for this in advance 
or has to scrounge up cash along 
the route. At all events, he has to 
make some formal provision for 
his indebtedness. The balance of 
payments in a free economy like 
the Canadian has no such planned 
program. It is the aggregate of 
individual decisions inaepend- 
ently arrived at day by day. The 


Other Side of the 


I would now 
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net, 


net capital borrowings which ac- 
company a current account deficit 
occur side by side with the cur- 
rent transactions. 

In the case of Canada a very 
large share of the capital inflow 
takes the form of direct invest- 
ment. Since 1950 this has amounted 
to over $2,300 million or about 
two-thirds of the total net long- 
term inflow. Direct investment is 
not a-debt settling operation, but 
a dynamic independent develop- 
ment. The initiative is taken 
abroad rather than in Canada, and 
it often carries with it skill, tech- 
nical know-how, market connec- 
tions and access to the very large 
pools of money required to fi- 
nance major projects under mod- 
ern conditions. Capital investment 
of this type frequently takes the 
form of imports of capital equip- 
ment, machinery, etc., to be used 
in a Canadian project. Direct in- 
vestment should therefore be re- 
garded, in a sense, aS a cause of 
the current account deficit rather 
than as a means of covering it. 


Foreign Purchase of Canadian 
Securities 

The other main channel of capi- 
tal investment in Canada has been 
the purchase by non-residents of 
Canadian securities. The largest 
element in this has been the net 
sale of new issues by Canadians 
to investors outside Canada. On 
balance from 1950 to mid-1956, 
sales of new issues have exceeded 
retirements by over $1,400 mil- 
lion, exclusive of large retirements 
of Government of Canada issues 
to which I shall refer in a moment. 
Most of the new issues sold by 
Canadians abroad have been pro- 
vincial and municipal securities, 
though recently a number of large 
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new corporate issues have also 
been sold in outside markets. 


The ready access enjoyed by 
many Canadian borrowers to the 
capital market of the United 
States makes them quite sensitive 
to relatively small changes in the 
spread between long-term interest 
rates in the two countries. When 
this spread is relatively narrow, 
as it was for example in 1954 and 
the first part of 1955, Canadian 
borrowers are loath to assume the 
exchange risk involved in issuing 
bonds payable in U. S. dollars. In 
periods such as the past year, 
however, when the demand for 
capital in Canada in relation to 
the supply of loanable funds has 
been such that long-term interest 
rates have risen even more than 
they .have in the United States, 
considerable borrowing by Cana- 
dians takes place on the American 
capital market. The sheer size of 
some of the recent corporate is- 
sues has probably been a factor 
dictating recourse by Canadians 
to outside capital markets. In this 
respect there is an analogy with 
the situation I referred to regard- 
ing direct investments in resource 
industries where very large sums 
of money have been required to 
finance particular projeets. 


Increased Canadian Equities 
Listed 


Non-residents of Canada have 
also increased their holdings of 
common and preferred stocks in 
Canadian corporations. The very 
large two-way trade in outstand- 


ing Canadian securities has re- 
sulted in a net capital inflow be- 
tween 1950 and mid-1956 of over 
$500 million, excluding the trade 
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Some External Aspects 
Of Canada’s Expansion 


$n Government of Canada securi- 
iies. An increasing number of 


{anadian equities have been listed 
on stock exchanges outside Can- 
ada. Growth potential rather than 
vield appear to have been the im- 
portant consideration influencing 


foreign investors in Canadian 
equities, and this is exemplified 
®y the formation of diversified 
investment funds incorporated in 


Canada but designed to give 
American investors an opportu- 
mity to share in capital appre- 


ciation. 


Canadian Capital Invested 
Abroad 


Although the inward movement 
«f capital has been preponderant, 
aone should not conclude that capi- 
ial movements between Canada 
and the rest of the world are a 
@ne-way street. For example, 
{“anadians have since the begin- 
exang of 1950 repatriated from 
abroad Government of Canada 
e@bligations to the amount of about 
$700 million. We have also added 
40 our foreign assets abroad in 
warious ways. Our investment in 
Canadian controlled companies 
<«sperating abroad has been _ in- 
creased by over $350 million (not 
including retained earnings). We 
fiave provided funds to the 
4.B.R.D. for its lending operations 
@xy paying up our entire capital 
#ubscription (and becoming the 
only country other than the U. S. 
io do and by the Canadian 


sO 


public subscribing to several 
World Bank bond issues in Can- 
ada. We have also added sub- 


stantially to our official holdings 
of gold and U. S. dollar balances. 
Our investments abroad are 
small in relation to foreign 
sets in Canada, but it may come 
as a surprise to you to learn that 
even excluding official reserves 
and bank balances, Canadians are 
heavier investors abroad on a per 
capita basis than are Americans. 


as- 


[ propose now to say a few 
words about the behavior of the 
Canadian dollar’ since official 
fixed rates of exchange were sus- 
pended in 1950. Since then, the 
policy has been to allow the rate 


to be determined by market 
forces, including, of course, the 
effects of fiscal and monetary 
policies, with official interven- 


tions limited to the maintenance 
of orderly conditions in the ex- 
change market. Since 1952 the 
Canadian dollar has been quoted 
within a relatively narrow range 
—from equality with the Ameri- 
can dollar to 3 or 4% _ higher. 
Perhaps the most conspicuous fea- 
ture has been the rather paradoxi- 
cal behavior of fairly persistent 
strength in the face of substantial 
current account deficits. In fact, 
there have been several occasions 
when a rise in the Canadian dol- 
lar has coincided with an increas- 
ing current account deficit. This, 
of course, goes to demonstrate the 
important part that capital in- 
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flows have played all through the 
piece. 


Justifies Free Exchange Rate 

Nevertheless, for a free rate the 
Canadian dollar has been remark- 
ably stable. There is reason to 
believe that at most times short- 
term capital movements, such as 
changes in balances held in Can- 
ada and abroad and commercial 
payables and receivables, have 
contributed to this stability. These 
short-term capital movements 
have shown a tendency to be in- 
ward and so support the Canadian 
dollar when it was tending to fall 
and outward when it was tending 
to rise, thus limiting the rise. This 
is in marked contrast to our ex- 
perience with a fixed rate of ex- 
change under exchange control 
when short-term capital move- 
ments were a factor of instability. 
During the present year, however, 
there appears to have been an in- 
ward movement of short-term 
funds notwithstanding a rise in 
the value of the Canadian dollar. 
The need for liquidity and the 
rise in the volume of imports—as 
reflected in an increase in out- 
standing payables—seem to be the 
factors mainly responsible. 

The Canadian exchange ar- 
rangements since 1950 have not 
been fully in accord with the pro- 
visions of the International Mone- 
tary Fund, of which Canada is a 
member and to whose work we 
continue to attach great impor- 
tance. The Fund provisions pro- 
vide for a fixed exchange rate 
with fluctuations limited to 1% 
on either side of the par value. 
I would like to take this oppor- 
tunity of saying that the attitude 
which the Fund has_ adopted 
towards the Canadian case has 
not been in the slightest degree 
doctrinaire or rigid. On the con- 
trary, it has been helpful and un- 
derstanding. Without for a mo- 
ment suggesting that what works 
well in Canada is necessarily 
suitable for other countries, the 
Fund has fully recognized the 
special aspects the Canadian 
led to the 


present exchange arrangements. 





of 


situation which have 


Free Rate Found Helpful 
In the conditions under which it 


the 
factor 


has operated, free rate has 


been a helpful in the ef- 


forts made to maintain monetary 
stability in Canada. Since 1950, 
Canada has offered many attrac- 
tive fields for investment. Under 
fixed rate conditions, the govern- 
ment is required to buy all ex- 
change offered, and if the inflow 
is large and rapid it is difficult to 
take offsetting action to prevent 
this leading to an increase in the 
domestic money supply. Sums 
which seem quite small in Ameri- 
can terms may be extremely large 
for Canada, and large capital in- 
flows in an economy at full 
stretch under fixed rate condi- 
tions have therefore a great in- 
flationary potential. 

The free rate provides some 
assurance that capital inflows will 
take place in real terms rather 
than in the form of money. Per- 
haps I might expand this latter 
point a little for it is an important 
one. Under fixed exchange rates 
a person can acquire a title to 
assets in Canada simply by selling 
foreign exchange at the pegged 
price. The central authorities are 
required to buy all exchange that 
is offered in order to maintain the 
fixed rate, and they must find the 
Canadian dollars with which to 
purchase the exchange. Under the 
free rate system, on the other 
hand, the person who wants to 
buy Canadian dollars has to com- 
pete in the exchange market with 
other purchasers for a_ supply 
which is provided not by the cen- 
tral authorities but by corpora- 
tions and individuals who wish 
for one reason or another to sell 
Canadian dollars and acquire for- 
eign exchange. The pressure of 
market forces on the rate has the 
effect of bringing supply and de- 
mand into balance without, as 
I have already indicated, official 
intervention except as a contribu- 
tion to orderly conditions. One 
effect of this mechanism is to en- 
sure, in conditions of large capital 


inflow accompanied by pressure 
on domestic resources, that the 
inflow of capital either forces 


other capital out, through its ef- 
fect on the rate, or takes the form 
of goods and services introduced 
into the Canadian economy from 
abroad as a supplement to Cana- 


dian savings. 
Questions Capital Inflow Rate 


The inflow of capital which has 
been such an important factor in 
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postwar development in Canada 
has inevitably caused Canadians 
to think about its long run conse- 
quences, and some of its implica- 
tions have caused a good deal of 
soul searching. One very natural 
concern is whether we have ac- 
cepted capital from abroad in ex- 
cess of our capacity to service it. 
The present burden of foreign 
debt, as measured by comparing it 
with gross national product or 
total exports, is less than it has 
been at many periods in our his- 
tory. The increase in foreign debt 
has been much more than matched 
by an increase in national assets. 
Much of the investment has gone 
into things like petroleum and 
iron ore which either displace 
imports or result in exports. 
Another question which is some- 
times raised in whether the rate 
of development—in which foreign 
capital has played an important 
role—has been excessive, and 
whether progress at a somewhat 
slower pace—and with a greater 
admixture of local capital—might 
be preferable. I do not pretend to 
know the answer to this question. 
To a considerable extent the rate 
of progress is determined by the 
availability of resources, and the 
terms on which the public author- 
ities or other owners are prepared 
to see them developed and used. 
Another related subject of dis- 
cussion is the extent to which 
American investment has tended 
to concentrate in certain resource 
and industrial sectors to the ex- 
clusion of Canadian participation. 
Since it is mainly direct invest- 
ments which are referred to there 
is some fear that the exclusion of 
Canadian participation may be 
permanent in character. The in- 
crease in the foreign ownership of 
Canadian business has occurred in 
spite of a very high rate of Cana- 
dian savings and the fact that, un- 
like previous periods Canadians 
no longer now invest to any con- 
siderable extent in U. S. equities. 
A number of steps have recently 
been taken which should have the 
effect of encouraging greater par- 
ticipation by Canadians in equity 
investment in Canada. For ex- 
ample, for some years now, Cana- 
Gians have been permitted to 
claim as an abatement of their 
income tax liability an amount 
equal to 20% of the dividends 
received from tax-paying Cana- 
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dian corporations. Also, there has 
been some _ discussion as_ to 
whether the Canadian institutions 
which are the chief mobilizers of 
Canadian savings are playing as 
large a role as they might in pro- 
viding equity capital to Canadian 
business. Finally, steps have been 
taken to revise certain of our ar- 
rangements regarding the taxa- 
tion of dividends paid abroad in 
order to remove any possible tax 
disincentive that American com- 
panies owning subsidiaries in 
Canada might have to offering 
some of the stock in such subsidi- 
aries for public subscription in 
Canada. 


Wants U. S. World Trade 
Leadership 


I should like to conclude these 
remarks by referring again to for- 
eign trade. In spite of the great 
development of our inteaggal mar- 
ket, foreign trade remains of great 
importance to us. With a total 
trade turnover exceeding $10 bil- 
lion, Canada has become the 
fourth largest trading country in 
the world. With a population less 
than 10% of yours, our imports 
are over 40% of those of the 
United States. 

Our greatest interest in foreign 
trade is reflected in our policies. 
We have done away, as you know, 
with all exchange controls and 
import restrictions and maintain 
a relatively open economy with 
only a moderate degree of tariff 
protection. We have pressed other 
countries to remove the obstacles 


to trade. We have been encour- 
aged by the progress made in 
removing quantitative trade re- 


strictions, particularly by certain 
European countries during the 
past few years, though we think 
that this progress did not alto- 
gether keep pace with the im- 
provement which occurred, at any 
rate until very recently, in the 
world payments position. We are 
also aware of the forward steps 
taken by the United States in in- 
creasing the opportunities of other 
countries to compete in this mar- 
ket, though here, too, the rate of 
progress has at times been disap- 
pointing. Continued leadership on 


degree of competition that you 
urge upon others, is seized upon 
in foreign countries as a reason 
for continuing old restrictions on 
imports or imposing new ones. 
The American stake in world 
prosperity, as represented by your 
trade interests, your extensive in- 
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vestment interests and above all 
perhaps by your over-all political 
and security interests, cannot be 
exaggerated. I have every confi- 
dence, that, with the help of 
groups such as this, your policies 
will further and not frustrate 
your interests. 


Kaiser Corporation in Depth 


nuclear energy ... of its exclu- 
sive license in the United States 
for the oxygen converter process 
for steel production. 


Kaiser Sand and Gravel 

The other operating division of 
Henry J. Kaiser Company—Kaiser 
Sand and Gravel—is the largest 
producer of sand, gravel and 
crushed rock products in the San 
Francisco Bay Area, and earns 
more on its sales dollar than any 
other competitor. 

It has been our “bread and 
butter’ business since its begin- 
ning in 1923. Its stable earnings 
and its trained personnel were 
important factors in getting us 
started in our other industries. 
Actually the nucleus of each of 
our Management teams came from 
Kaiser Sand and Gravel. 


Kaiser Steel—Kaiser Aluminum— 
Permanente Cement 


Now let me tell you something 
about Kaiser Steel, Kaiser Alumi- 
num, and Permanente Cement and 
their importance to Kaiser Indus- 
tries Corporation. Each operation 





has common toundations—strate- 
gic reserves of raw materials, 
fast growing markets, competi- 


tive operating cost advantages and 
your aggressive management. 


Kaiser Steel 

Kaiser Steel, the twelfth larg- 
est steel company in the country, 
operates the only fully integrated 
steel plant on the West Coast. 
61% of its common stock is owned 
by Henry J. Kaiser Company. 

With an almost continuous ex- 
pansion program underway since 


tion, I believe, is unique in the 
steel industry by reason of the 
integrated relationship of the 
company’s raw materials, proces- 
sing and production facilities and 


their proximity to its western 
market. 
To understand Kaiser Steel’s 


position, you must understand 
some Western statistics. 

The population in the West con- 
tinues to increase at the rate of 
40% each decade two and 
one-half times fhe national rate, 
and as a result, the Western steel 
market has boomed. 

Not even a substantial expan- 
sion of production facilities has 
been able to keep pace with this 
phenomenal growth. 

Only 55% of the total finished 
steel used in the West was sup- 


plied last year by Far Western 
steel plants. 
This adds up to a double re- 


sponsibility for Kaiser Steel. 

First we must take care 
of at least our share of the West- 
ern growth; and, second, we must 
supply at least our share of the 
Western needs for steel now 
being supplied from the East and 
Midwest. 

Two years ago I sat down with 
Jack Ashby, Kaiser Steel’s Vice- 
President and General Manager, 
and his staff and we asked the 
question: “How can we sharpen 
ourselves to meet these demands?” 

The answer appeared to be a 
simple one. We established our 
No. 1 Program .. . not to be the 
biggest in the industry—but to be 
the best! 


holders 
many 


and investors and in 


other fields. 

We have achieved some of these 
objectives. We have come a long 
way towards accomplishing our 
other goals. 


Supplant East and Midwest Steel 

As a result, we are better pre- 
pared today to participate in the 
Western growth, and to supply 
our share of the tonnage now 
being supplied from the East and 
Midwest. 

We are in the midst of a $113 
million expansion program which 
will raise both ingot and finished 
product capacity by approximate- 
ly 40%. This single expansion will 
place in operation more new steel 
producing and _ steel _ finishing 
facilities than were built into the 
original Fontana plant during the 
entire war period 1942-1945. 

And because the country, and 


particularly the West, will not 
stop growing, and the need for 


steel is ever-increasing, we cur- 
rently have under serious con- 
sideration further expansion in- 
volving a fourth blast furnace and 


oxygen steel-making facilities 
which will increase the ingot 
capacity of Kaiser Steel by 
another 30° to almost 3 million 
tons. 

We have the fundamentals 


necessary to support this expan- 
sion—our raw material reserves 
... the favorable costs of produc- 
ing and delivering our output to 


the Western market. 
The Eagle Mountain mine, 
located 164 miles from Fontana 
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and owned by Kaiser Steel, repre- 
sents the largest known iron ore 
reserve in the West. This ore 
now averaging 52% Fe, will aver- 
age up to 60% Fe by Spring o% 
1957 when we complete our bene-- 
ficiation facilities. 

In addition, Kaiser Steel own= 
very extensive coking coal depos- 
its in Utah and New Mexico, ant 
substantial limestone reserves fm 
Southern California. 

These large reserves of bast: 
raw materials, coupled with their 
close proximity to our Fontana 
plant, result in our having what 
we believe to be the lowest-ca:* 
hot metal in the industry. 


Our freight advantage over our 
principal competitor located im 
Utah is substantial . . . $13.60 pe: 
ton in Southern California, and 
$7.83 per ton in Northern Cali- 
fornia. 

These fundamentals put Kaiser 
Steel’s earnings per sales doar 
among the highest in the indus- 
Cry. 

For the first six months ending 
Sept. 30 of Kaiser Steel‘s current 
fiscal period, its net income as 23 
percent of net sales was abowi 
14%. After eliminating tax bene- 
fits derived from filing conso}i- 
dated tax returns with Kaiser 
Industries, the net income as 3 
percent of net sales was abou 
10%. Cash flow is running at thr- 
rate of about $50 million per year 

In our opinion, all of thes 


factors provide us with a solid anrk 
continuing base to meet the chai- 
Continued on page 74 
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Kaiser Corporation in Depth 


lenging growth that lies ahead in 
the Western steel market. 


Kaiser Aluminum & Chemical 
Corpogtation 
Henry J. Kaiser Company owns 
approximately 37% of the com- 
mon stock of Kaiser Aluminum & 
Chemical Corporation. 


The aluminum industry is a fast 
growing, dynamic, exciting in- 
dustry loaded with opportunities 
and Kaiser Aluminum has grown 
at a faster pace than the indus- 
try itself. Compared with an an- 
nual growth rate of approximately 
3% in gross national product, the 
United States aluminum industry 
since 1910 has been increasing at 
the rate of 10.5% compounded an- 
nually, and for the past five years 
16.9% annually. Kaiser Alumi- 
num’s growth in the past five 
years has averaged 26% annually. 

We started in the aluminum 
business in 1946, and in 1955 we 
produced 27% of the total U. S. 
primary aluminum output. Net 
sales have grown from $45 million 
in 1947 to $330 million—and— if 
we only continue our share of 
the rere we must get ready 
for annual sales in excess of a 
billion dollars. 

Industry estimates of aluminuin 
consumption by 1960 avera-e 
three million tons—a gain of ap- 
proximately 50% in five years. 
These estimates may well be con- 
servative. The need for further 
expansion in the aluminum indus- 
try to some extent depends upon 
the industry’s success in break- 
ing into such major tonnage mar- 


as the automotive and con- 

fields. Current progress in 
fields is tremendous. When 
the breakthrough comes, further 
expansion will be essential and 
will raise future requirements ve- 
yond current forecasts. 

The aluminum wheel alone, for 
example will require 250,00G 
tons ... more than the entire an- 
nual output of our Chalmette re- 
duction plant, the biggest in the 
United States. 

The aluminum 


kets 
tainer 
both 


engine’ block 


will require the same amount of 


tonnage. Even a greater potential 
is in sight in die cast doors, tops, 
frames, and hoods. 

And just think... 
the container field 
200,000 tons! 

The aluminum _ industry 
loaded with opportunities. 


only 10% of 
will require 


is 


Better Located Aluminum 
Production 

No other aluminum producer is 
anv better located to serve this 
vastly expanding U. S. market— 
the world’s largest market—than 
Kaiser Aluminum. And in a mo- 
ment, I'll tell you why we believe 
this to be the case. 

Our current expansion program 
will increase our primary alu- 
minum capacity by about 35%, 
alumina capacity by about 54%, 
and will also provide additional 
sheet and foil facilities. With the 
completion of this program, 
Kaiser Aluminum will move its 
raw materials from mine to proc- 
essing plant, to fabricating plants 
along a direct all-water route ter- 
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inating at the center of a market 
accounting for 70% of the United 
States aluminum consumption. 

Kaiser bauxite is mined in Ja- 
maica and is transported in buik 
ore carriers 1,100 miles to its a:u- 
mina processing plant at Baton 
Rouge, than one-half of tne 
haul from South American mines. 
A second alumina processing 
plant now under construction 
at Gramercy, La. Both plants, io- 
cated near the mouth of the 
Mississippi, will be fed by three 
35,900 ton ore carriers now unuer 
construction in Germany. 
in New Cr- 


less 


Is 


Just downstream 
leans is Kaiser Aluminum'’s 
Chalmette reduction plant, the 
largest in the U. S. This plant is 
in a vosition to deliver its finisned 
products along the Mississ pp, 
Ohio River System. Upon the 
completion of its Ravenswood, 
W. Va. reduction plant, alumina 
from Louisiana will be trans- 
ported along this river system 
and the output of the Ravens vood 
reduction plant will be processed 
into sheet and foil at the Ravens- 
wood rolling mill now under 
construction. Kaiser Aluminum 
can equal, and in my judgment, 
better competition in the economy 
of this mine to market movement. 

To cover the more Wes.ern 
markets, Kaiser Aluminum op- 
erates two reduction planis and 
a rolling mill in Washington, and 
foil facilities at Permanente, Calif. 

Kaiser Aluminum’s bauxite re- 
serves in Jamaica are sufficient 
for more than 50 years’ operation 
at its expanded canacity and we 
are augmenting these reserves 
every day. 

Kuiser Aluminum has also as- 
quired extensive coal reserves in 
Eas.vern United States, insur.n, an 
economic energy source for fu.ure 
power requirements. 

The Corporation has achieved 
diversity througn the develop- 
ment of new products and through 
the addition of fabricating plants 
for finished products—sheet and 
plate—foil—containers—rod —tar 
—wire—cable—for_ings—and ex- 
trusions. 

Kaiser Aluminum’s’9 chemical 
operations consist principally of 
the production of basic refractory 
brick and ramming mixes to ful- 
fill the needs of the steel, copper, 
lead, cement and glass industries 
throughout the United States. 


Chemical] sales account for about 
4% of the Corporations to.al 
sales. The Corporations expan- 
sion in chemicais and refractories 
during the last 10 years nave 
paralieled its aluminum expaa- 
sion. New and improved r. frac- 
tories developed by the compaay’s 
researcn and development organ- 
izations have contrinu.ed largely 
to its growth. 

In 1955, Kaiser Aluminuny 
earned the highest percen.age ot 
net income and cas. income on 
net sales in the. United States 
primary aluminum indusrcry. Casa 
flow is currently running at the 
rate of. $70 million per year. 

All of these factors — plus-a 
sound financial structure—provide 
a solid base for ouf fuiure crowth 
in a great growth industry. 


Permanente Cement Company 


Henry J. Kaiser Company owns 
30% of tne common _ stock of 
Permanente Cement Company. 
The success of Permanente Ce- 
ment and its wholly-owned su)- 
sidiary, Kaiser Gypsuin, as 
in Kaiser Steel, has been 
due in part to the phenomenal 
growth of »opulation in _ tne 
Western States. Immediately prio: 
to World War II there were 113% 
million people in the area. Tcday 
there are over 2) million, an _n- 
crease of over 72%, and still on 
the way up. In California alone 
we are averaging ahout 1,490 new 
citizens every day of the year— 
over 44,C00 new people eacn aid 
every month. Let’s visualize ior 
a moment a town of about 40,00U 
population with ~its houses, 
schools, churches, service s.at ons; 
stores, public - building; — and 
when we a@d items lixe stora:e 
tanks, sewers, transporiation fa- 
cilities and new-tndustrial plan.s; 
etc:, you have some idea of tae 
construction going on in the far 
West month in and month out, 
Add to this the effect of the new 
highway program that is just gei- 
ting underway, and the ever .n- 
creasing demand for kiiowatts 
which means more Western dams: 
Permanente’s cement sales dur- 
ing tne pasc five years nave m- 
creased 40% while the West Coast 
cement industry has increased 
31%. 

Permanente built its first plant 
in 1939 at the location near faa 
Francisco. This plant has oper- 


‘pany’s 
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ated at capacity since 1948, and is 
now one of the largest plan.s in 
the world, havirg an annual ca- 
pacity of 8.500.000 barrels. Its 
costs of operation are among the 
lowest in the industry. Unique in 
Permanente’s business are its bulk 
distribution facilities on 1tiuie- 
water which permit the company 
to serve markets in Hawaii, Al- 
aska, Portland and Seattle at a 
delivered cost far below any com- 
petitor. Approximately one-toird 
of Permanente’s output is sold out- 
side of Northern California 
through this bulk distridutién 
system. Permanente’s -narketing 
area, with this distributioa, has 
been increasec to some 3,00) miles 
as compared with the normal 
marketing area of a cement plant 
of 250 miles. —~ 

The Company is now build'ng a 
new cement plant in’ Sou-hetn 
California with an initial capacity 
of 2,500,009 barrels. There too a 
combination of raw material re- 
serves, low cost operation and de- 
livery to market should make it 
a formidable competitor in South- 
ern California. 

As a result of the favorable fac- 
tors outlined above, the Com- 
cement overatiorns have 
cons'stently enjoyed a high ratio 
of earnings to sales as compared 
with the industry. 


Kaiser Gypsum 

Kaiser Gypsum, a_ who'ly- 
owned subsidiary of Permanenie 
Cement, is one of the two largest 
producers of plaster and gypsum 
board products in the West. Upon 
the completion of its current éx- 
pansion prosram, it will have 
approximately 30% of the produc- 
tion capacity in the West. 
Basic to the company’s bus‘ness 
its gypsum rock deposit on 
San Marcos Island in Mexico, 
one of the largest depos‘ts of 
high-grade gyivsum in-the world. 
This is the Nova Scotia cf the 
West. Gypsum rock is distributed 
to the company's three plants by 
bulk ore carrying snips owed by 
the company. The companys 
three gypsum products plants are 
located in the heart of the three 
principal Pacific Coast markets, 
providing low-cost distr bution 
and fast service to its customers. 

Early in November’ Kais-r 
Gypsum purchased the wood fiber 
insulating board business of Fir- 
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Tex Insulating Board, Ince., 
including some 16,000 acres of 
timberland in Oregon and Wasa- 
ington. 

Again the key to the success of 
Kaiser Gypsum’s operations is its 
raw maierial reserve, low cost 
water transportation of raw ma- 
terial to tidewater »plants, and 
low cost distribution to the West- 
ern market. 


Other Operations 
I wish I had time to tell you 


about our other operations even 
though they are over-shadowed 


by’ comparison with Steel, Alu- 
minum, Cement and Gypsum. I 
am sure you would be fascinated 
to hear what Henry, Sr., is doing 
in Honolulu in connection with 
his 19 acre Waikiki beach resort 
hotel. I likewise know you would 
be interested in hearing the tab- 
ulous growth of our shopping cen- 
ters in California which are being 
managed by our partner, Fritz 
Burns. In partnership with Sears, 
Roebuck & Company, we manu- 
facture in Bristol, Pennsylvania, 
the Sears requirements of sinks, 
kitchen cabinets and bathtubs. We 
are also an important stainless 
steel fabricator for jet engines 
and guided missiles at our Bristol 
plant. You will hear more about 
our Kaiser Center in Oakland as 
it enters its construction phase— 
a 28 story office building for our 
general offices and a surrounding 
center covering eight acres in the 
heart of Oakland. 


Kaiser Management 

Early in my presentation, I told 
you that the story of Kaiser In- 
dustries is the story of our 
founder, Henry Kaiser and of tne 
team of men he built around him. 
Each one of our operations is 
headed by a Vice-President and 
General Manager and in each case 
he has been a long-time associate 
of Mr. Kaiser. In each case the 
general manager is surrounded by 
a team of people who have had a 
terrific training. Responsibility 
trained these men. Henry Kaiser 
taugiit us to select men of good 
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Every day we are called upon for 
a variety of information on the 
inviting growth prospects in Canada. 


Banks, Brokers and Institutions 
know, that through our affiliate 
and associates in Canada and our 
extensive private wire system, 


& Co., Ltd. 


of Canada 


Anadian Stock tUxchanze 


character and to give them 

sponsibiiity — heavy 

ities early in life. 
Policy direction 


re- 
responsibil- 


comes from 


Henry, Sr., Edgar Kaiser, Henry’ 


Kaiser, Jr., our financial adviser, 
George Woods, and me. During 
our period of expansion - George 
has been an integral part of our 
top team. His contributions to our 
success have been ‘inestimable 
and we are privileged to have his 
confidence and friendship. 

Our Boards of Directors have 
independent representation with 
strong, able men, the tops in their 
fields. They are working boards 
and vital to our success. 

We consider that the keystone 
to our future is management de- 
velopment. We are only as strong 
as our people—and believe me, 
we are building depth in our or- 
ganizations! 


Kaiser Financing 

I am sure that you would be in- 
terested in the magnitude of the 
financing required to accomplish 
the things I have been outlining 
to you. For the period 1945 to 
1956 the aggregate financing from 
banks, insurance compeénies, other 
institutional investors and invest- 
ment bankers amounted to ap- 
proximately $1,300,000.C0). Of this 
total, bank loans were $542 mil- 
lion; mortgage bonds $430 million; 
preferred and common ‘stock is- 
sued $235 million; and miscellane- 
ous other securities made up the 
balance. Of these funds, a total of 
approximately $1 billion went into 
the businesses I have been dis- 
cussing with you—principally in 
new facilities. About $300 million 
were used in various refundines. 

Bank loans have been subsian- 
tially reduced. Kaiser Alumi- 
num's bank loan today is $30 
million—a reduction of $85 mil- 
lion. Kaiser Steel’s bank loan to- 
day is $13,650,000—a reduction of 
$39 million. 

None of the above figures in- 
clude any government borrowings 
—and may I emphasize that ail 
of our government borrowings 
have been repaid in full with in- 
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terest. This statement we like to 
keep repeating because many still 
think we are operating on gov- 
ernment money. 

Your contribution to our growth 
has been great, and we are deeply 
grateful for your confidence in 
us. ‘We fully recognize that we 
could not have had the major fa- 
cilities, we could not have had 
the production and-sales volume, 
and we could not have had the 
earnings which our industries are 
enjoying today without your’ co- 
operation and assistance. I am 
sure we will be talking with you 
again about additional require- 
ments for funds to take care of 
the future-expansion we foresee. 
The banks and institutional in- 
vestors participating in this fi- 
nancing include the finest names 
in their fields and we are likewise 
deeply grateful to them for their 
confidence in us. 


Kaiser Industries Corporation 


I am taking the liberty of of- 
fering to each one of you as you 
leave this room a copy of a book- 
let we have prepared covering in 
somewhat more detail what I have 
been saying to you today. I think 
it will assist in your understand- 
ing of the various Kaiser com- 
panies — and particularly Kaiser 
Industries Corporation. Its direct 
operations and its interests in the 
various Kaiser afiiliated comn- 
panies are reflected on the 
balance sheet and operating state- 
ment of Kaiser industries Corpo- 
ration and its wholly-owned sub- 
sidiaries as of Sept. 30, 1956. Total 
assets based upon markei quoia- 
tions for its holdings at the end 
of September, and book values for 
all other assets, aggregate $575 
million. Its three months earnings 
ending Sept. 30, 1956, were $4 
712,000, which we believe is rep- 
resentative ot tne current earn- 
ing power of the corporaticn. The 
asset value per common share, 
based upon market quotations at 
the end of September for the 
common stocks owned by Kaiser 
Industries Corporation, was $21.57. 
It is anticipated that the corpora- 
tion’s bank indebtedness of $90 
millicn will be reduced to $65 
million by April 1, 1957 by rea- 
son of cash earnings and the adi- 
rect placement of a new security 
of Henry J. Kaiser Company and 
Kaiser Industries Corporation, 
subordinated to the present bank 
loan. 

Although the company is owned 
approximately 95% by the Kaiser 
family, Henry J. Kaiser Family 
Foundation, and certain close 
business associates, there are 22,- 
000 other stockholders and the 
stock listed on the American 
and other stock exchanges. 


is 


Conclusion 

In Kuiser Industries Corpora- 
tion, a new entity has been cre- 
ated to assist in the future growta 
of all of our various Kaiser com- 
panies. Actually we foresee 
Kaiser Industries Corporation in- 
vesting additional funds in its af- 
filiated companies, thus partici- 
pating in financing their expan- 
sion needs. 

In addition, the new corporate 
structure puts us in a strong po- 
sition to develop or acquire new 


businesses that don’t necessarily 
fit into our existing operating 
companies: Thus we can con- 


tinue to be a factor in establishing 
enterprises every bit as challeng- 
ing as Permanente Cement, Kaiser 
Steel and Kaiser Aluminum.- 

where hard working and aggres- 


sive management can prove its 
worth. Of course such develop- 
ment in the future can only be 


possible with your cooperation in 
providing new capital. We hope 
by our results to earn your con- 
tinuing confidence. 


Joins Security Planning 
(Special to THe FINANCIAL CHRONICLE) 
WEST PALM BEACH, Fila. 
Harry Carp is now associated with 
Security 
Building. 


Planning, Inc., Harvey 


Two With Bache 
(Special to THe FINANCIAL CHRONICLE) 
CHICAGO, Ill. — Johnathan B. 
Harding and Robert L. Hylard are 


now with Bache & Co., 135 South 
La Salle Street. 


Blair Adds to Staff 
(Special to THe FiNANCIAL CHRONICLE) 
BOSTON, Mass. — Wallace G. 
Nyweide is now affiliated with 
Blair & Co., Inc., 105 South La 
Salle Street. 


Joins Dempsey-Tegeler 
(Special to THe FrnaNnciat CHRONICLE) 
CHICAGO, Ill. — Francis A. 
Peerson is now with Dempsey- 


Tegeler & Co., 209 South La Salle 
Street. 


David Hammond Opens 

FT. LAUDERDALE, Fla.—David 
S. Hammond is engaging in a se- 
curities business from offices at 
3058 North Federal Highway un- 
der the firm name of David S. 
Hammond & Co. 


(2571) 75 


With Webber-Simpson 

(Special to Tuz FINANCIAL CHRONICLE) 
CHICAGO, Ill.—Gordon D. Mc- 
Farnale has become associated 
with Webber-Simpson & Co., 208 
South La Salle Street, members 
of the Midwest Stock Exehange. 


He was formerly with Detmer & 
Company. 


W. T. McGehee Opens 


CLEVELAND, Miss. — William 
T. McGehee is conducting a secu- 
rities business from offices in the 
Somerville Building. 


Wellington Finance 


Wellington Finance Interests is 
engaging in a securities business 
from offices at 2 Broadway, New 
York City. Partners are W. Annis 
Wellington and Albert Tucker. 


James McKnight Opens 

KALISPELL, Mont. — James B. 
McKnight is engaging in a secu- 
rities business from offices at 88 
North Main Street. 
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Report of IBA Oil and Natural 
Gas Securities Committee 


attending depletion allowance.” 


Such an economic interest oO: 
jeterminable fee represented a 
jollar amount in excess of the 
turn-key cost of the well. This 
was the premium paid for the 
ontractor’s risk and once the 
well was in the oil payment was 
salable at a reasonable discount. 


That was the origin of a financial! 


practice which’ prevailed unt] 
the advent of commercial bank 
tinancing, although even _ toda 


this practice is utilized to a lim- 


ited degree, inasmuch as the oil 
payment can be financed bs 
yanks. But times and conditions 
have changed and this is not the 
type of oil payment we consider 
significant today 
Reserved Oil Payment 

Mention has been made of in- 
creasing tax pressure. True, the 
xetroleum industry has not been 
lone in this agony. As a result 
wn insidious development has 
taken place; creeping, step by 
step, it has blossomed to arrest 


uite alarmingly the attention of 


and ex- 
of find- 
common 

high, and 
some time, 


economists, statisticians, 
ecutive talent. The cost 
ing oil, as judged by 
standards, is now so 
perhaps has been for 


that it might be more profitable 
to buy rather than to explore, 
and this is where the reserved 


oil payment comes in. Until about 
seven years approximately 
80% of a bank’s annual dollar 
volume in oil and gas financing 
in the field of development 
drilling, or type “A” discusse 4 
in this paper. Since then the sit- 
uation has been reversed; type 
“B” is the predominant procedure 
and will be related in some de- 
tail as follows: 

3ecause of the peculiar nature 
of the oil industry, the whole oil 
picture, in relation to business 
and taxation, exists as a diificult 


aZzo 


Was 


as 


problem when one endeavors to 
create any “pat” formula for 
dealing with oil. In view of the 
difficulties which mavy arise be- 
cause of the very character of 


oil, production of oil, or the buy- 
ing and selling of oil properties, 
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the industry acquired an aura of 
relative uniqueness. Rules gov- 
erning the industry and its prac- 
tices are numerous, complicated 


and vague. To treat the industry 
taxwise in terms of ordinary 
business techniques, and to ex- 


amine it with any concrete policy 


is making a mistake. The naiure 
of the oil industry and its busi- 
ness transactions are as fluid in 


practice as the self-same product 
is in its physical state, and fcr 
any observer to reconcile him- 
self to oil practices and privilezes 
of the industry, he must consider 
the fact that oil is a comparative 
intangible as commercial products 
ZO. 

The Element of Uncertainty 

No one can be certain of a 
given quantity of oil, and no one 


can poe sure of an exact produc- 
tion rate, for all this depends to 
a great extent upon tne _ geo- 
logical nature of the oil in 


place, and not entirely upon those 
producing it. In other words, the 
control cf man over automodpile 
manufacturing is complete; how- 
ever, over the oil he produces 
man’s contro] is relatively iscom- 
plete, for though he understands 
its nature and is constantly de- 
veloping more effective means for 
discovering and producing it, to 
be absolutely certain of its ex- 
istence, or production capacity, 1s 
somewhat of an impossibility. To» 
many problems that cannot be 
foreseen always exist in oil, but 
these unforeseen diificulties in 
the oil industry resulting from 
the very nature of the product, do 
not, necessarily, exist in other 
forms of business. 

The laws governing the indus- 
try are varied, often contradic- 
tory: but to formulate any system 
which controls all the intricacies 
and complexities inherent in the 
industry is most difficult. Law 
governing oil is always changing 
as different, unprecedented situa- 
tions arise. Because of the posi- 
tion of the industry, it has been 
forced to protect itself while 
simultaneously enabling its busi- 
ness practices to function effi- 
ciently. To transact business in 
oil is both delicate and compli- 
cated, due to the large amounts 
of money which often change 
hands. 


Tax Treatment 

This in itself is not the real 
problem, as such, but rather tne 
taxation issues related to the large 
monetary situations that arise 
from the transfer of valuable pro- 
ducing properties. The Bureau of 
Internal Revenue, both in the 
Code and in its rulings, recognizes 
certain tax treatments applicable 
only to the oil industry. The most 
effective means whereby oil 
transactions can be made profit- 
ably from a tax standpoint is ob- 
tained by the utilization of the 
production payment, better known 
as the reserved oil payment. This 
serves two purposes, for not only 
does it protect, to a large extent, 
those connected with the transfer 
of producing properties taxwise, 
but it also enables the transfer, or 
sale, to be made, for it substan- 
tially reduces the actual cash out- 
lay by the buyer of the proper- 
ties. Without the oil payment, the 
party buying the properties, for 
instance, probably would not be 
able to afford to pay the entire 
asking price in cash, and thus the 
transaction could never take 
place. To illustrate the useful- 
ness of the oil payment, and to 
show its significance, if not neces- 
sity, in the world of oil, it would 
perhaps be best to create a theo- 
retical oil transaction and_ see 
what part the oil payment plays. 
Ir, so doing, we will illustrate the 
most popular use of the reserved 
oil payment, the A-B-C transac- 
ticn. 


Example of Reserved Oil Payment 

Let us suppose that A owns an 
oil lease, which he is willing to 
sell for $2 million cash. B, a pros- 
pective buyer, feels, except for the 


The Commercial and Financial Chronicle 


present tax structure, that the 
lease is worth $2 million, but, be- 
cause of his tax position, he knows 
that he could not purchase the 
lease for that price, operate it, and 
then still realize any substantial 
profit. Faced with this problem, 
B accordingly proposes to A that 
he, B, will buy the lease subject, 
however, to an oil payment. 
Because of the present provi- 
sions of the Internal Revenue 
Code, A would be entitled to cap- 
ital gains treatment from the $2 
million proceeds he will receive 
through the sale. By the oil pay- 
ment route, A stands a_ good 
chance of obtaining a larger sum 
for his property for the payment 
reduces any purchaser’s actual 
cesh outlay, thus leaving him with 
more money with which to deal. 
Upon the sale of the reserved oil 
paymert A has then received the 
full asking price for his property. 
I: should be stated here that very 
seldom has A any real difficulty 
in finding a purchaser for his oil 
payment, for today corporations 
have been conveniently brought 
into existence for the pur- 
pose of buying these payments. 


at 
JUSt 


Lending Agencies in Connection 
With Transactions 

Before any transactions are cul- 

minated, a lending agency, usually 

a bank or an insurance company, 

is approached for the purpose of 


... Thursday, December 13, 1956 


finding out how much that insti- 
tution would lend if they were re- 
quired to look only to the runs 
from the property for the satis- 
faction of the debt. Let us say, 
the lending institution in our hy- 
pothetical transaction agrees to 
lend $1,400,000 at the rate of 5% 
per annum on the security of an 
assignment of the runs from 80% 
oi the production from the lease 
and that C, the company that pur- 
chases the oil payment for $1,400,- 
000, plus 512% interest, acquires a 
spread of 142%. With the essen- 
tials of the transaction completed, 
B has paid $600,000 for the pro- 
ducing properties, along with, of 
course, the $1,400,000 oil payment 
paid out of 80% of the runs until 
A shall have received the full $1,- 
400,000. A, however, simultane- 
ously with the closing of the deal, 
has sold the $1,400,000 payment, 
plus 544% interest, to C, which 
then executed its note for $1,400,- 
000 to the lending agency, with 
interest on the unliquidated bal- 
ance of 5%, retaining, of course, 
its 14%. 


Results Obtained 


This transaction has the follow- 
ing results: A has realized the full 
$2,000,000 consideration, which 
was his asking price for the prop- 
erties and has been treated on 


capital gains as if he had sold his 
property outright to B for $2,000,- 
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600 cash. In B’s case, he has actu- 
ally acquired $2,000,000 worth of 
producing properties for $600,000, 
subject to a $1,400,000 oil pay- 
ment, plus interest and taxes, pay- 
able out of production. Because 
of this, B is able to buy the prop- 
erty and realize more profit than 
if he had been sble to buy the 
property on a 100% cash basis. 
During the period of payout, B 
pays taxes only on 20% of the 
runs which apply fo his working 
interest. This 20°, in most cases, 
would probably just take care of 
operating expenses, and he would 
have little, if any, tax to pay in 
connection with his interest in the 
property. C paid $1,400,000 for 
the oil payment, and with 100% 
cost depletion he has the 512% 
interest rate as taxable income. 
However, 5% goes to the bank, 
so C only has the '2% spread as 
taxable income, which is the dif- 
ference between the interest car- 
ried by the oil payment and the 
interest rate at which the lending 
agency loaned the $1,400,000. 


Acts As an Important Key 


This transaction, as outlined 
above, is relatively simple, but a 
real transaction cf this kind is ac- 
companied by much painstaking 
effort. To incorporate a descrip- 
tion, or an analysis of the detailed 
effort necessary in this type of 
deal would only complicate this 
report, and most likely be inap- 
plicable to an examination of the 
mechanics or the utilization of an 
oil payment, as such, in this type 
of transaction. Nevertheless, the 
energy spent by the lending 
agency in evaluating the present 
worth of the property against 
which it lends the necessary 
money, the possible sale later of 
part of the payment to someone 
else, all goes to illustrate the pos- 
sible, if not inevitable complexity 
of an A-B-C transaction. How- 
ever, the real key which opens the 
door and enables oil operators to 
transfer producing property prof- 
itably is the reserved oil pay- 
ment. This payment turns doubt- 
fulness into plausibility in con- 
rection with the sale of producing 
properties, and because of this, 
the whole oil industry is bene- 
fited. 

As for the credit requirements 
pertaining to the reserved oil pay- 
ment, they are basically the same 
as those surrounding a direct loan 
to the operator. 


Carved-Out Oil Payment 

Finally, another form of avail- 
able financing is that which is ap- 
plicable to the “carved out” oil 
payment. Heretofore, an operator 
may have created through drilling 
during his taxable year a suffi- 
cient chargeoff to establish a tax 


credit. So that this credit may 
not be lost during the year in 
question, the oil payment is 
“carved out” and sold from pro- 
duction in an amount to approxi- 
mate this. credit. The bank 
finances the sale in the same man- 
ner as the reserved oil payment. 
This procedure, however, should 
become less utilized, inasmuch as 
the Revenue Code of 1954 offers 
a carry over provision against this 
excess credit. 


Conclusion 
From the foregoing, it is appar- 
ent that the institution which the 
investment banker would ap- 
proach with an “oil payment” or 
“production loan” must perforce 


be a “knowledgeable” lender. 
Most major banks today have an 
oil department. Several of the 


larger insurance companies, and a 
good many of the pension and en- 
dowment funds are set up to look 
at these loans. Most of the major 
oil companies use some of their 
pension, retirement and employee 
thrift funds in this type of paper. 
In any event, the borrower must 
furnish authoritative engineering 
on his properties, which will like- 
ly be checked by independent 
sources by the lender. 


The Natural Gas Situation 


A review of the recent legisla- 
tion and decisions affecting the 
Federal Power Commission’s ju- 
risdiction over the natural gas in- 
dustry is necessary to place our 
topic in true economic perspec- 
tive. The principle of jurisdiction 
over the natural gas industry was 
legislated by the Natural Gas Act 
in 1938 but the rate-base method 
of regulation practiced by the 
Federal Power Commission was 
and is a airect result of their 
regulation of interstate electric 
utilities and hydroelectric projects 
constructed on Government prop- 
erty. This concept was based on 
a depreciating capital investment 
with a modicum of risk, two fac- 
tors which are not readily as- 
certainable within the producing 
segment of the gas industry. How- 
ever, this utility cost of service 
approach received judicial ap- 
proval in the Hope case when 
Justice Douglas said: ‘“‘Under the 
statutory standard of ‘just and 
reasonable’ it is the result reached 
not the method employed which 
is controlling.” 

Rates Based on Cost Applied to 
Gas 

This rate-base method existed 
in Federal Power Commission 
thinking through 1954. Then, the 
Commission drastically changed 
its approach and in the Panhandle 
decision charged that the rate of 


return based on cost principle re- 
sulted in arbitrary and unreason- 
able discrimination between gas 
produced by the pipeline company 
as compared with that produced 
by others, arbitrarily and unrea- 
sonably depressed gas prices 
which would result in accelerating 
consumption and discourage dis- 
covery and the discouragement of 
gas production by pipeline com- 
panies thus increasing their de- 
pendence upon purchase of gas 
from others. Shortly thereafter, 
however, the Circuit Court of Ap- 
peals of the District of Columbia 
reversed the Panhandle decision 
and in its findings did not pre- 
clude the use of the “fair field” 
price, but merely sent the case 
back to the Federal Power Com- 
mission, stating that the princi- 
pal arguments advanced for using 
such a method of pricing were 
not adequately supported in the 
record, and that the whole matter 
should be re-examined. The Fed- 
eral Power Commission had em- 
phasized the argument of conser- 
vation of natural resources (not 
making them available at unjusti- 
fiably low prices), but the Court 
did not believe this an adequate 
reason. They also stated that as 
a result of the United States Su- 
preme Court decision with respect 
to Phillips Petroleum Company, 
a company having its own gas re- 
serves, such as Panhandle East- 
ern, was no longer in a better 
bargaining position with respect 
to purchasing gas from indepen- 
dent producers (a status which 
would be encouraged if it were to 
receive the fair field price for 
such gas). 

The apparent reasoning behind 
the Circuit Court decision in the 
Panhandle case exhibited the idea 
that when a “fair field price” 
schedule was presented, the com- 
parative cost of service schedule 
should also have been shown as 
a basis for decision. The Supreme 
Court has now been asked to re- 
view the Panhandle case and its 
decision, expected late this year, 
will be highly significant in es- 
tablishing natural gas prices in 
the industry. 


Supply and Demand 

Last year when a total of 10.1 
trillion cubic feet of natural gas 
was produced in this country, es- 
timated proven recoverable re- 
serves stood at 223.7 trillion cubic 
feet, indicating a 22 year supply 
at the present rate of withdrawal. 
The number of year’s supply has 
been declining gradually from a 
30 vear rate during the 1935-1945 
period. 

The latest A. G. A figures on 
reserves and production point out 
that during the five year period, 
1946-1950, a total of 30 trillion 
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cubic feet of natural gas was pro- 
duced in the United States, while 
at the same time a net total of 38 
trillion cubic feet was added to 
reserves. For the latest five year 
period, 1951-1955, net production 
totaled 45 trillion cubic feet, but 
again only 38 trillion cubic feet of 
additional gas reserves were 
added to our national stockpile. 


Falling Behind in New Natural 
Gas Sources 


These two comparisons suggest 
that we are failing to uncover new 
sources of natural gas as rapidly 
as would seem necessary, espe- 
cially in the face of an indicated 
annual demand of more than 12 
trillion cubic feet by 1960. In 
order to supply gas at this rate by 
1960, production during the next 
tive years must approximate 57 
trillion cubic feet. This would 
mean the required addition of 
25°% of present reserves or an ad- 
ditional 56 trillion cubic feet. Fur- 
ther, this would mean the devel- 
opment of new reserves of 113 
trillion cubic feet in the five years 
or 22 trillion annually, the same 
rate at the record new develop- 
ment of 22 trillion in 1955. 

One must not overlook the pri- 
vate estimates made of ultimate 
recoverable reserves within the 
United States, which range from 
500 trillion to 725 trillion cubic 
feet, or many times the current 
rate of withdrawal. However, it is 
doubtful whether either of these 
figures will be approached with- 
out the necessary incentive to en- 
courage more intensified search. 

Selling Gas Locally 

Over the years changes have 

taken place, both in the consump- 


tion of gas and in areas of sup- 
ply. For some time Southwest gas 
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was used near the point of pro- 
duction, either in field operations 
or in local industrial activities. 
During the last 10 years, a major 
expansion in use has occurred, as 
witnessed by an average annual 
rate of increase of 10%. Whereas 
interstate transportation of gas 
was one trillion cubic feet in 1945, 
it now approximates five trillion 
cubic feet annually. Residential 
and commercial customers now 
use one-third of the marketed 
production, but the largest con- 
sumption continues to be for in- 
dustrial purposes. It is noteworthy 
that one-half of the natural gas 
is still consumed in the state 
where it is produced. 

These facts are significant be- 
cause, given the present un- 
settled atmosphere and the threat 
of Federal regulation all the way 
down the line, the producer is 
more and more disposed toward 
selling his gas to the local indus- 
trial market. This is true because 
he can avoid Federal regulation, 
not tie himself up for a long life 
contract and still obtain a good 
price. 


The Canadian Situation 

The’ regularity with which 
the exploration, development and 
production divisions of the Cana- 
dian petroleum industry make 
discoveries and shatter their pre- 
vious drilling and other records 
in Western Canada, contiaues to 
widen the gap between maximum 
efficient recovery and markets, 
despite the strenuous efforts of 
the sales divisions to find new 
outlets. It has been estimated that 
before the end of 1956, the max- 
imum permissive rate of produc- 
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Report of IBA Oil and Natural 
Gas Securities Committee 


tion, as established Con- 
servation Boards of the three 
prairie provinces, will be ap- 
proaching a million barrels per 
day; an increase of roughly 2vuu,- 
000 barrels per day during the 
year. 


by the 


Rapidly Increasing Production 
crude in 
barrels, 


production 
129.5 million 
or an average of 354,000 barrels 
daily. During the first haif ot 
1956 production was 78.3 million 
barrels, or 430,000 B/D. It is 
estimated that production for the 
full year will be 165 million bar- 
Fels, or 451,000 B/D, with ap- 
proximately 87% of the total 
originating in Alberta. Well drill- 
ing operations in Western Canada 
continued at a record rate, with 
1,289 completions in the first halt 
of 1956. Of this total, 952 were 
oil wells, 54 gas wells and 283 
dry holes. The high rate of suc- 
cess may be attributed to the 
concentration on development 
drilling, particularly in the Pem- 
bina Field and in Southeastern 
Saskatchewan, and the moderate 
decline from 1955 in “wildcat” 
drilling. 

The combination of the success 
of exploration in Western Canada 
in the post-Leduc discovery pe- 
riod; the presence of representa- 
tives of major oil companies of 
North America and Western Eu- 
rope in the region, and upwards 
of 700,000 square miles of prime 
petroliferous sediments is one that 
provides support for the predic- 
tions of an MER (Maximum Ef- 
ficient Recovery) of 1.5 million 
B/D by the end of 1960. On the 


other hand, the geographical iso- 
lation of the Western Canadian 
oil fields from the major markets 
of Canada and the United States 


Canadian 
1955 totaled 





handicap which is 
with ocean- 


is a natural 
making competition 
borne petroleum very difficult. 
In short, the major problem of 
the Canadian petroleum industry 
is the finding of markets for the 
rapidly increasing production po- 
tential before the lack of same 
tends to retard exploration and 
development work. 

The Montreal refinery market 
area of 200,000 barrels daily has 
yet to be tapped. Hopes of new 
markets were raised at the be- 
ginning of 1956 by the _ initial 
tanker shipment of Alberta crude 
from Vancouver to California. 
Further shipments have been 
made, but for the most part they 
were experimental and in tankers 
that would otherwise be returning 
empty from the Seattle area. 


Suez and Western Canadian Crude 

Possible interruptions of the 
flow of Middle East oil to North 
America as a result of the Suez 
Canal situation could materially 
stimulate Western Canadian cruae 
sales. With the introduction of 
the super-tanker, however, with 
its exceptionally low shipping 
tariffs, stiff competitive pricing 
on the Pacific and Atlantic Coasts 
is likely to return. 

Canadian consumption of pe- 
troleum, both as a whole and on 
a per capita basis, is rising rap- 
idly. A little more than 50% of 
Canadian petroleum consumption 
is now being supplied from do- 
mestic resources and it is antici- 
pated that this percentage will 
rise moderately in 1957. Capture 
of the Montreal area market in 
the near future is problematical. 
The other logical outlets for Ca- 
nadian crude are the deficiency 
areas of the Pacific Northwest 
states and the partially deficient 
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Investor-Owned Electric Utility Participation in 
Development of Nuclear Power Plants 


Name of Organization Project Location 
er Government Experimental Program 

Duquesne Liygni Lo Sippisgport, Pa. 
Southern California Ed. Co. Santa Susanna, Cal. 
Under Power Demonstration Program 
FOwer neacwur Udrese Pcie UO. 

(The Detroit Edison, et al) Monroe, Mich. 
Yankee Atomic Electric Co. Rowe, Mass. 
Under Independent Industrial Program 


Consondateu EGiun OF Ww. 


sstuian Point, N. Y. 


Nuclear Power Group Dresden, III. 


Pacific Gas & Electric Co. Livermore, Cal 


Pennsylvania Pwr. & Lt. Co. 


Central Eastern, Pa. 


Florida Nuclear Power Group Florida 


Electric 


Est. Oper- 
Capacity 


Type Reactor a.ing Dale 
60,000 
7,300 


PWR 
Sodium Graphite 


1957 
1957 


100,000 Fast Breeder 1960 


134,000 PWR 1960 


236,000 PWR Thorium-Uranium 


Converter 1969 


180,000 Boiling Water 1960 


5,000 Boiling Water 1957 


150,000 Homogeneous 


192 


200,000 Not Stated 4962 


To be owned and operated by Commonwealth Edison Co 


areas of Minnesota, Wisconsin and 
Michigan. All these areas have 
been tapped, but the growth of 
volume of exports in recent 
months to the latter group of 
states has been disappointinyvly 
slow. 


Natural Gas 

The pressure of the increasing 
natural gas reserves in Alberta 
and Northeast British Columbia 
finally resulted in projects to 
market this commodity being 
started. Westcoast Transmission 
Company Limited has now laid 
more than one-third of its 30-inch 
line from the Peace River region 
to the International Boundary, 
where it will connect with the Pa- 
cific Northwest Pipeline Corpora- 
tion. It is expected that this line 
will be in operation before the 
end of 1957, with the initial 
throughput estimated at between 
300 and 400 million cubic feet 
daily. 

Plans of Trans-Canada Pipe 
Lines Limited to pipe gas trom 
Alberta through to Toronto and 
Montreal have been approved by 
the Canadian Legislature. Assist- 
ance is to be provided by the gov- 
ernment, which will build the 
pipeline from the Manitoba- 
Ontario boundary through to 
Kapuskasing and rent it to Trans- 
Canada. It also made a= short- 
term loan to the company of $80,- 
000,000 to construct the first lee 
of the line from the Alberta 
boundary to Winnipeg. This line 
is now being laid. The company 
has plans for the sale of gas to 
the Tennessee Gas ‘Transmission 
Company at the Manitoba border. 
Such plans are now under con- 
sideration by the Federal Power 
Commission (U. S.). 

An important change was made 
in 1956 in the Canadian Income 
Tax Act as applicable to oil and 
natural gas companies. The new 
regulation provides that where an 
oil or mining corporation acquires 
the property of another oil cor- 
poration, it may deduct certain 
drilling and exploration expenses 
pertaining to the properties ac- 
quired which had not already 
been deducted at the time of the 
purchase. However, the deduc- 
tions in any one year may not 
exceed the income derived dur- 
ing that year from the property 
acquired. This change in the tax 
act will no doubt tend to pro- 
mote mergers of oil concerns, par- 
ticularly smaller ones, which step, 
in the past, was considered un- 
satisfactory because of the loss 
of exploration expenses for tax 
write-ofts. In this respect, Cana- 
dian oil companies were at a dis- 
tinct disadvantage with their 
United States competitors operat- 
ing in Canada. 


The Threat of Atomic Energy 
As a Competitor 


Last year the Oil and Natural 
Gas Securities Committee ex- 
plored the possible effects on the 
oil and natural gas industry of the 
development of atomic energy. 
The Committee concluded that 
atomic energy as a source of pow- 
er offers the industry no serious 
threat in the relatively near fu- 
ture, unless technological ad- 


vances in the interim solve those 
problems posed by the high cost, 
and the weight and safety factors 
for even the smallest reactor. 
Shortly before the turn of the 
century, when electric energy be- 
came a source of artificial light, 
the primary demand on the petro- 
leum industry was for kerosene 
for lamps. A leading authority in 
the petroleum industry has sug- 
gested that perhaps introduction 
of the electric light bulb presented 
(or seemed to present) very much 
the same threat to the petroleum 
industry then as the atomic energy 
potential seems to present today. 
As our last report indicated, and 
as it still appears, atomic fuel will 
probably receive its first wide- 
spread use in the generation of 
electric power; and here it seems 
to be a matter of long range plan- 
ning for more extended and im- 
proved service rather than for 
expectation of immediate profits. 
Those who have studied the sub- 
ject carefully believe that con- 
struction of unsubsidized atomic 
fuel plants will he slow and grad- 
ual and that they will not displace 
existing systems, but instead will 
supplement the nation’s integrated 
power facilities in meeting con- 
stantly increasing demand. 


Electric Utility Industry Builds 
Nuclear Power 

To date the electric utility in- 
dustry has been the source of most 
dramatic announcements relating 
to the peaceful use of atomic en- 
ergy. Consolidated Edison of New 
York and Commonwealth Edison 
of Chicago each propose to build 
a large nuclear power § station 
without financial assistance from 
the government; and the Yankee 
Atomic Electric Company of 
Rowe, Massachusetts, also will 
construct a nuclear power plant at 
its own cost, though the AEC will 
contribute to research and devel- 
opment costs and will lend certain 
other assistance. 

In addition to these projected 
plants, several others are in vari- 
ous stages of planning and nego- 
tiation. The attached table sup- 
plied by Edison Electric Institute 


Construction 
Construction 


hatf completec 
almost compicied 
Construction 
onstruction started 
mtract with AEC sic 


onstruction to start g 


permit Aug. 4, 
1956. 

3 June 6, 1956. 

of 1957. 
May 4, 1956 
of 1956. 
May 4, 
rly 1957 
NV ey 15, 1956 

1956 

Deraiied desig 
1958 

under study. Type 


€c by 1958. 


1956. 


nstruction 
onstruction t 
struction 
onstruction 
iStruciion 
onstruction 


1956. 


and con- 


and 


shows the present. status of 
announced nuclear utility power 
plant programs. 

At this writing the earliest like- 
ly date for the generation of pow- 
er with unsubsidized atomic fuel 
is 1959 or 1960. 

Sponsored by members of Con- 
gress generally associated ‘with 
the public-power movement, cen- 
siderable support was given dur- 
ing the last session of Congress to 
a measure designed to have the 
Federal Govermment build and 
operate six large atomic utility 
plants. Although this legislation 
failed to pass, it is expected to be 
an rssue in the coming session. 


Effect upon Gas and Oil 

Since the electric utility indus- 
try is the most logical field in 
which the earliest replacement of 
conventional fuels may be ex- 
pected, let us assume that’ it 
“corners the market” there. To 
the petroleum industry this would 
mean the loss of less than 3% of 
the domestic crude run and even 
less than that in terms of dollar 
volume. Not only that, but resid- 
ual fuel oil—the type used— is a 
by-product, the industry’s least 
profitable item normally selling 
for less than the crude oil from 
which it is derived. Approximate- 
ly 13% of natural gas marketed is 
used to generate electricity. 
Whereas this is, of course, a great- 
er percentage than that of dis- 
placed crude oil, the loss still 
would be almost negligible. To 
quote a leading authority on the 
subject, “If all incremental large 
power stations built after 1960 
were to use atomic energy —an 
unlikely assumption — the esti- 
mated loss to the oil industry 
would amount by 1975 to 170,- 
000 barrels daily, or 1.3°° of the 
anticipated domestic demand; to 
the natural gas industry the loss 
in 1975 under the same conditions 
is estimated at 400 million cubic 
feet, or 2.7% of the anticipated 
demand. These are trifling losses.” 

Some concluding thoughts: The 
Navy Department recently stated 
that the advantages experienced 
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by the submarine Nautilus far ex- 
ceed’ its great cost; and expressed 
confidence in the use of atomic 
fuel for defense purposes by ex- 
panding substantially its plans for 
additional submarines and for 
surface vessels, including an air- 
craft carrier. 

As against this, it appears that 
high cost of the reactor, heavy 
weight of the necessary shield and 
hazards of radiation, combine to 
prevent atomic fuel from becom- 
ing a threat (to oil and gas) in the 
field of land transportation and 
space heating. For like reasons— 
size, weight and cost—the use of 
atomic fuel in commercial aircraft 
dces not seem feasible, from pres- 
ent indications, though it is con- 
ceivable that this source of power 
will be used within the next few 
years in military planes. 


During this past year no signi- 
ficant developments have been 
announced indicating that atomic 
energy offers real threat to the oil 
and gas industry. 


Respectfully submitted, 
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Growing Foreign Investments 


industrial management, trained 
labor is scarce, and methods of 


distribution are primitive. 

And, of course, events such as 
have taken place in the Near East 
over these past months naturally 
raise fears that elsewhere arbi- 
trary action by governments may 
gravely affect foreign investment: 


In view of all of such risks 
and problems one might ask 
whether American business or in- 
vestors. should venture abroad. 
The answer is, they venture be- 
cause they see the rewards 
justify the risks. We all know 
that every American businessman 
wants to expand his sales. He sees 
ebroad, particularly in the less in- 
dustrialized countries, untapped 
markets which if successfully 
ceveloped promise profit margins 
substantially higher than he can 
get at home. Frequently,- where 
he has an established export mar- 
ket he is realizing that his com- 
petitors are prepared to manu- 
facture within the country and 
threaten his business. He wants to 
beat them to the draw. 

Those 


firmst with experience 
abroad have fund that though 
labor may b@ untrained it is 
abundnnt, relatively cheap and 


can be readilygtaught the neces- 
sary skills. ‘Beyond this, they 
have found that, over a_ period, 
local people develop into satis- 


fac*ory supervasors and execu- 
tives. % 

The testimo®By of American 
companies whith have operated 


overseas for eensiderable periods 
is that their foreign enterprises, 
on the whole, have been success- 
ful and profitable. 


Investment Bankers’ Role 

It is interesting to consider what 
role you investment bankers may 
play in this growing activity of 
Americans overseas. 

In the first place, it is important 
for you as individuals and as an 
Association to be informed -of 
developments in the field of for- 
eign investment. Through your 
Foreign Investment Committee, 
headed by Bob Craft and now by 
Joe Johnson; by your participa- 
tion in the Inter-American In- 
vestment Conference held in New 
Orleans last year; by your spon- 
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sorship in the Stanford Industrial 
Development Conference to be 
held in San Francisco next year; 
in fact by your support for the 
creation of the International. Fi- 
nance Corporation itself—by all! 
of these you have shown your in- 
terest in the field of foreign in- 
vestment. And it is encouraging to 
me to see this Association playing 
an increasing role in this field. 

It seems likely that especially 
the larger underwriting firms wili 
increasingly be called on to advise 
with their industrial customers re- 
garding their foreign projects, and 
I believe that those firms which 
are equipped to give informed ad- 
vice will benefit. 

More tangibly, there should be 
increasing opportunities for in- 
vestment bankers to arrange 
private placement of participations 
in foreign enterprises with certain 
of their investor clients. This wiil 
carry with it a responsibility to 
confine such participations’ to 
sophisticated investors in position 
to take the risks involved. I hope 
that under present conditions 
there will not be offerings to the 
general public of securities in 
unproven foreign enterprises or 
of funds set up to invest primarily 
abroad. The risks are, in my 
opinion, not appropriate for the 
small or inexperienced investor. 


Keep Small Investor Out 


I believe that this Association 
and all the leaders in the invest- 
ment banking business have a 
self-interest and responsibility to 
see that investment bankers shall 
not be responsible for inducing 
the general run of investors to 
assume the risks of foreign invest- 
ments under current conditions. 

And finally, I believe that there 
will emerge over a period oppor- 
tunities for some of you to par- 
ticipate in investment banking in 
certain of the less developed 
countries. Generally, industry is 
still in the stage of individual or 
family ownership, but gradually 
the pattern of participation by the 
public is‘ beginning to emerge in 
Latin America and_ elsewhere, 
India and Pakistan for example. 

If industrialization is te preceed 
beyond a certain point there must 
be capital markets. These are al- 
ready beginning to develop here 
and ihere, but facilities for under- 
writing, distribution and trading 
in securities are generally quite 
elementary. There should be at- 
tractive aad profitable opportuni- 
ties for some of vou. to take a 
hand in this business during the 
coming years. 


Discucses F.F. C. 


Now in closing let me take a 
few minutes cf your time to speak 
of the International Finance Cor- 
poration which, as you know, was 
organized a few months ago. It 
was conceived out of the experi- 
ence of the World Bank and is 
closely related to it. Only the 
members of the World Bank (now 
numbering 60 countries) may be 
stockholders in the Corporation. 
Already 35 have ioined and others 
are on the way. They have put up 
the capital—now about $80 million 
—and provide the Corporation’s 
Directors. The World Bank stafi 
furnishes administrative services 
and makes available its wide 
range of experience regarding 
conditions around the world. 

The Corporation itself has a 
small operating staff consisting of 
men with backgrounds in private 
business and finance in this coun- 
try and abroad. 

It is unique that a large number 
of governments spread over the 
world have joined together for the 
purpose of helping to develop 
private business, in which govern- 
ments will not have a voice. 

Or purposes and principles are 


simple: 5 nical 


To join with private business 
and management in establishing 
and expanding privately owned 
and managed enterprises—prin- 
cipally of an industrial character 
in the less developed areas 
where the prospects are promising. 

To take the risks and share in 
the profits with our private part- 
ners who will manage the enter- 
prises, 


To help get a business going and 
then to sell our our interest to 
private investors, and thus revolve 
our capital. 

Under our Charter the Corpora- 
tion cannot invest in capital stock 
and thus we must take some form 
of obligation. However, we intend 
to have our investments be of the 
type of venture’ capital. The 
normal pattern will be a deben- 
ture with a moderate fixed inter- 
est rate plus some participation in 
profits and carrying rights of 
conversion or stock warrants. 
IFC, although it cannot itself 
exercise the rights will seek to 
sell them to private purchasers 
and thus to realize appropriate 
gains on the successful enterprises. 

I shall not take time to describe 
further the setup and procedure 
of IFC, as they are fully covered 
in a booklet which I believe many 
of you have seen and which we 
shall be glad to supply to others 
who may be interested. 


Proposals Under Consideration 

We have not yet made any in- 
vestments, but we have been en- 
couraged that responsible _ busi- 
nessmen and investors here and 
abroad have presented to us in- 
teresting proposals that are under 
active consideration. A number of 
these have. come from the top 
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American corporations 
respective fields. 

To me IFC has a particular ap- 
peal. In the first place I and my 
former associates in the World 
Bank have worked on this idea 
for some seven years, and now the 
baby is born. And most important, 
I am happy to finish my career 
dealing with private business. 

I trust we can handle our affairs 
on a businesslike basis which will 
win the confidence and respect of 
those with whom we deal. 

During the past 10 years with 
the World Bank [ have had an 
opportunity to observe rather 
closely the economies of a large 
number of countries around the 
world. This experience has mere- 
ly confirmed and strengthened my 
conviction that the American com- 
petitive private enterprise system 
is the best that man has evolved. 
It provides more opportunities for 
the individual, more and better 
goods and a better life for more 
people than any other system. 
There is no task more useful than 
promoting the spread of this sys- 
tem to other parts of the world. 
The benefits to the people of those 
countries can be immense. And 
beyond the economic benefits to 
this country I believe it can do 
much to protect our security and 
prosperity by promoting progress 
and stability in the world in 
which we and. our children shall 
live. 

This private enterprise is per- 
haps the only weapon which we 
have that the Communists lack, 
and where our system has the 
opportunity to bring its abundant 
benefits to the people, Com- 
munism will not grow. 
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“ontinued from page 45 


Report of IBA Nuclear 
Industry Committee 


Atomic Industry Forum last Sep- 
vember 26th. 

“Whenever it 
tess costly to do 
<onsidered, we are attempting to 
ysurchase materials and services 
eather than to build our own 
yslants to supply them. Contracts 
which require the supplier to seil 
his entire output of a given mate- 
vial, service, or product to the 
AEC will be modified wheneve! 
the contract can be revised with- 
aut loss to the Government so 
that the supplier can sell to com- 
snercial customers. New contracts 
are being written, when possible, 
io permit and encourage sales to 
commercial customers. 

“In cases where the number of 
won-AEC reactors firmly planned 
er underway appears to us to be 
insufficient to provide a market 
for materials or services of a size 
io warrant private investment on 
a timely basis, we will consider 
contracting for some of the mate- 
vials or services we normally sup- 
ply for ourselves. Such contracts 
must generally not increase costs 
io the AEC for the materials and 
services, all factors considered.” 


feasible and 
all factors 


is 
SO, 


Energy and Rare Metals 
like uranium = and 
thorium have become reasonably 
well understood by investors, at 


feast in terms of their general use 
in the nuclear industry. 
derstood, but 


Atomic 
Elements 


Less un- 


of increasing im- 





technolog 
zirconium, 
samarium, 


in nuclear 
elements 
niobium, 


portance 
are such 
beryllium, 
yttrium, etc. Each of these has a 
special property which is theo- 
retically useful in solving one or 
more of the engineering difficul- 
ties facing the nuclear scientist. 
Like most new things, they have 
the usual major drawbacks of 
high cost and a lack of knowledge 
in handling and production. This, 
of course, is basically due to the 
absence of a significant commer- 
cial market for these elements. 
Reactor technology covers sev- 
eral potential areas where de- 
mand for these metals may in- 
crease importantly such as con- 
trol rods, moderators, structures 
and cladding components on fuel 
rods. Material used in any type 
of reactor must satisfy the ordi- 


as 


nary engineering requirements of 


corrosion 
ductility, 
etc. Ina 


strength, 
thermal conductivity, 
nuclear reactor, these 
ordinary requirements are defi- 
nitely secondary with primary 
consideration going to the nuclear 
properties of the material. This 
refers to what the physicist calls 
the neutron absorption cross sec- 
tion. The common metals of con- 
struction such as iron and copper 
allovs have too high a cross sec- 
tion among other disadvantages 
for use in nuclear reactors. Thus, 
as the reactor technology has be- 
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come more refined and demand- 
ing, the Atomic Energy Commis- 
sion has begun procurement pro- 
grams for several of these new 
metals. In previous reports of 
your Committee, we have dis- 
cussed the generalities of reactor 
fuels, uranium, thorium and lith- 
ium; hence, they will not be cov- 
ered here. 

The program for rare metals 
has been and will continue to be 
quite profitable for many compa- 
nies active in the field. 

Moderators are materials used 
to slow down the so-called fast 
neutrons occurring in the fission 
process. Without such a= step, 
U235 would not fission and the 
chainlike reaction would not oc- 
cur. At the same time, the mod- 
erator should not absorb too many 
neutrons for that in itself would 
tend to extinguish the chain re- 
action. To date, heavy water 
(deuterium) and graphite have 
been the principal moderators. 

Recently, the AEC has an- 
nounced a purchase contract for 
beryllium metal. Beryllium Cor- 
poration and Brush Beryllium are 
each scheduled to deliver 100,000 
Ibs. ($5 million) per year for the 
next five years. It is speculated 
that the naval and aircraft nu- 
clear programs may lie behind 
the emergence of beryllium. The 
importance of such a contract to 
companies of this size is signifi- 
cant. To date beryllium’s com- 
mercial market has been in beryl- 
lium-copper alloys. 

Structural Materials are used in 
a nuclear reactor to handle the 
coolant, as cladding to protect the 
fissionable fuel element from 
self-corrosion, and for other mis- 
cellaneous applications. The only 
common structural material that 
fits the requirements is aluminum. 
However, because of its limited 
strength and rapid corrosion at 
steam pressures of a few atmos- 
pheres, its use in power reactors 
is limited. Hence, the AEC has 
turned to zirconium, a _ hitherto 
little known metal. Recently, $75 
million in zirconium’ contracts 
have been let on a competitive 
bid basis to National Distillers (1 
million Ibs. per year), Nationai 
Research Corporation (700,000 
Ibs.) and Carborundum (500,000 
Ibs.). The last has been produc- 
ing zirconium for the AEC since 
1952. The potentials of the indus- 
try are indicated by the type of 
companies active in the field. In 
addition to the above companies, 
there is National Lead, Foote 
Mineral, Westinghouse and Alle- 
gheny Ludlum. 

Another rare 
believed to have increasing im- 
portance is niobium, more com- 
monly known as columbium. Its 
main use appears to be as an al- 
loying agent in the cladding of 
uranium fuel elements to pre- 
vent corrosion of the fuel rods 
as the fission occurs. 

Underlying the growing im- 
portance of these metals is the 
rapid expansion of power reac- 
tors especially the military needs 
for submarines, surface vessels 
and aircraft. 

Control Rods, as the name im- 
plies, regulate a reactor by ab- 
sorbing neutrons. The most widely 
used ones made of boron, cad- 
mium and hafnium, all of which 
or derivatives thereof have im- 
portant commercial markets. 

Technical progress within the 
past few years in rare earth chem- 
istry has resulted in an increased 
degree of interest by AEC in such 
elements as yttrium, europium 
and gadolinium, which have been 
extremely costly to date. Gado- 
linium would be a good example 
of the important interest in such 
rare metals. It has a neutron ab- 
sorption factor 50 times greater 
than boron and 15 times greater 
than cadmium. 


Yttrium, about which a tight 
cloak of secrecy is being kept, 
may be important in the struc- 
tural-control field. 

Companies active 


is 


metal which 


in these 


newer metals include Vitro Corp. 
of America, Lindsay Chemical, W. 
R. Grace, Michigan Chemical and 
Foote Mineral. 

Shielding Materials include 
concrete, lead and brick. To date, 
the cheapest and, in most cases, 
the most satisfactory has been 
concrete. Current developments 
include the addition of metal ag- 
gregates to the concrete and the 
development of such lightweight 
shielding as Boral, a complex of 
boron and aluminum. Again the 
growing importance of the light- 
weight concept comes from the 
military needs for portable re- 
actors. 

It is also quite possible to have 
some of the previously men- 
tioned metals find an application 
in this area. 

Reactor Coolants for power 
producing reactors where a high 
operating temperature is desired 
are liquid metals such as sodium, 
potassium, bismuth, lead and mer- 
cury or alloys thereof. Currently 
sodium and potassium appear to 
be the most promising. In this 
area of liquid metallurgy, Callery 
Chemical, a subsidiary of Mine 
Safety Appliance Co., has the un- 
disputed leadership. 

In summary, it would appear 
that nuclear technology has 
reached a point of technical re- 
finement which is resulting in a 
demand for many theoretically at- 
tractive materials. On the other 
hand, it should be remembered 
that the future of many of the 
above-mentioned materials is far 
from clear. A procurement con- 
tract running into millions or 
even tens of millions of dollars is 
not large in relation to the gov- 
ernment’s total investment of $8- 
$10 billion in atomic energy. 


. Thursday, December 13, 1956 


Hence, a multimillion dollar con- 
tract fer a rare metal may be lit- 
tle more than an expensive “look- 
see.” 
Radioisotopes 

Radioactive isotopes can be 
produced in reactors either by the 
separation of fission products or 
by subjecting stable materials in 
reactors to the bombardment of 
the neutrons emitted by fission. 
Naturally, stable atoms can also 
be made radioactive by the use 
of cyclotrons or other types of 
accelerators. These are proving 
to be among the most useful re- 
search tools in the entire history 
of science. Because they are 
radioactive, their radiation tells 
where they are, even if the 
amount is extremely small. Their 
location or movement’ within 
plant and animal tissues, and in 
industrial and chemical processes, 
can, therefore, be traced by sen- 
sitive recording instruments. 

There seems to be an endless 
number of uses for radioisotopes, 
For example in the field of medi- 
cine they are used to diagnose 
various circulatory disorders, to 
locate malignant tumors and treat 
thyroid diseases and cancer. In 
agriculture they are used as 
tracers in studies on uptake of 
fertilizers, soil fertility, plant dis- 
eases and fungicides, moisture 
distribution, root growth and 
photosynthesis. Through their use 
in industry, significant develop- 
ments have occurred in various 
types of gauging, luminescence, 
activation of chemical reactions, 
sterilization of foodstuffs, radio- 
isotope battery development, wear 
studies, leak location and pipe 
line tracing and oil well studies 


and treatment. These are the best 
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known uses but there are many 
more in a growing list. 

One point that should be em- 
phasized is the competition that 
radioactive isotopes face from 
particle accelerators and resonant 
transformers. Perhaps competi- 
tion is too strong a word but even 
if cheaper radiation from fission 
waste products comes along, these 
machines will have definite ad- 
vantages—inherent safety, high 
controlled intensity, etc. The cur- 
rent sales growth and backlog of 
High Voltage Engineering Corp. 
is an indication ot the future of 
particle accelerators. 

As in many other advanced 
fields of technical development, 
government expenditures are still 
the backbone of applied radiation 
research, despite the increasing 


number of research reactors be-- 
ing btilt and the large numbers. 


of particle accelerators being pur- 
chased by industrial researeh and 
development laborateries. There 
is no better illustration of this 
than the planned food irradiation 
center to be built for the U. S. 
Army. The plant will have food 
output capacity sufficient to feed 
a city of 12,000 and will cost about 
$9 million—$3 million for the re- 
actor, $1.5 million for a particle 
accelerator and $4.5 million for 
the buildings and equipment. 

To date, while the prospects for 
radiation sterilization of foods for 
the civilian market do not appear 
too encouraging, application in 
the military field is promising. 
The military may accept foods 
lower in sensory appeal so long 
as they satisfy nutritional stand- 
ards and fulfill military logistic 
requirements. Estimates of the 
cost of radiation sterilization wiil 
only be rough calculations until 
radiation processing is used wide- 
ly enough for charges to become 
stabilized. 

Before large-scale commercial 
application can begin, numerous 
nutritional and bio-chemical tests 
will have to be performed. The 
projected use of radiation tech- 
niques has given rise to a critical 
examination of how they can be 
accommodated by existing facil- 
ities. For some foods, radiation 
can fit into the current processing 
and packaging schemes. In other 
cases, a complete revamping of 
present methods is indicated. 
Thus, there may be a demand for 
specialized handling equipment in 
adaition to special food irradia- 
tion machinery. ‘Vhile nobody 
can clearly see the dollar and 
cents cost of applied radiation, 
the breadth of research interest 
in the field is most impressive. 


Foreign Nuclear Developments 

The outstanding development 
that has taken place in the for- 
eign field since our report of 1955 
is, unquestionably, the creation of 
the International Atomic Energy 
Agency by unanimous standing 








vote of eighty-two U. N. mem- 
bers and U. N. affiliated states. 
This world body, when estab- 
lished, will implement a broad 
cooperative program for the de- 
velopment ot the peaceful uses of 
atomic energy. James J. Wads- 
worth, Chief of the U. S. Dele- 
gation, has characterized this as 
“a turning point in history that 
makes it more likely that we and 
our children will live out our 
lives in peace.” A twelve nation 
committee, which included the 
Russians, met last February in 
Washington to draft the statute. 
The United States has announced 
an initial U. S. contribution of 
11,000 pounds of U-235, plus an 
additional amount to match the 
contributions of all other nations 
in the next four years. Britain 
and France-have indicated their 


intention of making deposits... 


Prospects are*bright that the stat- 
ute will be quickly ratified by 
the required minimum of eighteen 
nations, and that this vitally im- 
portant agency will start work 
mext summer at Vienna, which 
has been selected tentatively as 
headquarters. 

Nineteen hundred and fifty-six 
has been significant as marking 
the real emergence of atomic 
power stations from the drawing 
board to actual operation. As 
most of us had anticipated, the 
inauguration of nuclear power 
stations was motivated by the 
pressing needs of those nations 
less fortunate than ourselves who 
lack adequate supplies of coal, 
natural gas or hydro-electric 
power and whose industrial re- 
quirements make atomic power 
necessary to supplement conven- 
tional fuels. With this pressing 
need for early delivery, the plants 
are relatively primitive, and, from 
the United States’ point of view, 
uneconomic. On Oct. 17 of this 
year, the Queen of England dedi- 
cated Calder Hall, the first nu- 
clear power station in the world 
to supply large blocks of elec- 
tricity. The main purpose of this 
large plant, however, is to pro- 
duce plutonium, with electric en- 
ergy as a by-product. It is inter- 
esting to note the following esti- 
mates for production of nuclear 
power in 1956: 


United Kingdom ___ 28,000 K.W. 


INO 5 of Le 5,000 K.W. 
a Te Soe 5,000 K.W. 
United States______ 0 


It is expected that these figures 
will look radically different when 
the United States starts in earnest 
in 1957. 

France has initiated both an ac- 
tual program with a plutonium 
power reactor known as G-l 
which can use thorium as well as 
a basic fuel charge of uranium 
and contains many novel features 
which may be significant for the 
future, and, in addition, as might 
be expected from the largest 
uranium producer in Europe, she 
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has in preparation large scale 
plans which are estimated to pro- 
duce 15-35% of her total electric 
energy requirements by 1975, with 
cost factors accounting for the 
large spread. 

The U.S.S.R. revealed more of 
its accomplishments than anyone 
in the outside world had seen, 
when a group of ninety-four vis- 
iting physicists from the United 
States and other major countries 
was conducted by Russia’s top 
scientists through their various 
plants, including the new center 
at Volohaya Volga, with its 680 
million electron volt eyclotron, 
590% larger than our Berkeley 
Cyclotron. This great center in- 
cludes, in a separate building, a 
proton synchroton to supply pro- 
tons of 10 billion electron volts 
energy content which is almost 
double the potential of our Berk- 
eley, California Installation. Top 
Russian scientists acted as hosts 
and were reported by the visitors 
as completely open in scientific 
discussion, including Pjotr Ka- 
pitza, builder of their first hydro- 
gen bomb, L. D. Landon, dean of 
Russian scientists, and the notori- 
ous Bruno Potecorvo, who disap- 
peared from England under mys- 
terious circumstances some years 
ago. The American Physicists re- 
ported that Russia’s research fa- 
cilities appear superior to our 
own or Britain’s in the realm of 
high energy physics. Their re- 
search on sub-atom particles ac- 
celerated to very high energy lev- 
els extend into the realm of 
cosmic energy. The size of the 
Russian program will, in the judg- 
ment of American physicists, 
carry them far beyond anything 
now contemplated by us, and 
while this field is related only 
indirectly to atomic weapons, new 
discoveries could very well im- 
plement the U.S.S.R.’s weapons 
program as well. Russian sci- 
entists spoke freely of the diffi- 
culties encountered in the Stalin 
era, including imprisonment of 
leading scientists, and of the vast 
resources practically without limit 
which are placed at their disposal 
by the present regime. 

Major programs are being in- 
itiated in Germany. Isotope cen- 
ters and experimental reactors 
and considerable work on the po- 
tentials of isotopes are being car- 
ried forward in Sweden, The 
Netherlands, Egypt, Switzerland, 
Japan, Venezuela, Denmark and 
Norway, together with ambitious 
programs for the adequate train- 
ing of physicists. It is to be hoped 
that, as in other sciences, geniuses 
will appear in these smaller coun- 
tries who will make substantial 
contributions to scientific knowl- 
edge and the welfare of mankind. 


Corporate Developments 


The outstanding development in 
the over-all nuclear’ industrial 
field is the really rapid strides 
that have been made in moving 
toward the commercial genera- 
tion of electric power in atomic 
reactors and in the field of pro- 
pulsion for ships and planes. 

During the year, the U. S. pro- 
gram for reactor development has 
been pushed steadily ahead, and 
programs for the construction of 
major electric power generating 
stations have been carried for- 
ward ata rapid pace. As of Oct. 
1 the Atomic Energy Commission 
has reported a total of 209 reac- 
tors of all kinds either in oper- 
ation, under construction, or be- 
ing planned. 

Major work in the electrical 
generation reactor field is being 
done by companies such as ACF 
Industries, American Machine & 
Foundry, Babcock & Wilcox, 
Combustion Engineering, Foster- 
Wheeler, General Electric, Glenn 
L. Martin, North American Avia- 
tion, and Westinghouse Electric. 

Because nuclear energy is at 
present more costly than other 
forms of energy, the most rapid 
strides toward putting nuclear 
power to immediate practical use 
have been made in a field where 


economy is not important as 
effectiveness—the area of propul- 
sion for military vehicles. The 
submarine NAUTILUS which has 
been operating successfully for 
many months is to be followed 
by the SEAWOLF, now completed 
and awaiting acceptance by the 
NAVY, and 13 other nuclear sub- 
marines for which funds have 
been appropriated. Furthermore, 
the Navy has announced that all 
submarines built hereafter will be 
nuclear-powered. It is expected 
that all major vessels of the Navy 
constructed after 1960 will be 
“atomic.” The first step in shift- 
ing the surface craft to nuclear 
propulsion is the construction of 
a cruiser, for which $88,000,000 is 
included in the current budget. 
Also in this year’s budget are 
$8,000,000 in funds for prelimin- 
ary development of an. atomic 
aircraft carrier expected to cost 
in the neighborhood of $250,000,- 
000. 

Playing major roles in the de- 
velopment and construction of 
vessels driven by nuclear power 
are Babcock & Wilcox, Combus- 
tion Engineering, General Dy- 
namics, General Electric, Newport 
News Shipbuilding & Dry Dock, 
and Westinghouse Electric. 

The Armed Services also are 
engaged in the development of 
what are termed “package reac- 
tors,” small reactors which can be 


as 


(2577) 


flown to distant places, and as— 
sembled to provide power at those 
distant sites. Among the firms 
doing important work in this field 
are: Alco Products, American Ma- 
chine & Foundry, Stone & Web- 
ster, and Glenn L. Martin. 

While not a part of a military 
program, the Atomic Energy 
Commission and the Maritime 
Administration are pushing for- 
ward with a program for the de- 
velopment and construction of a 
36,000-ton merchant ship to he 
driven by atomic power. 


Uranium 

This major industrial growth 
has naturally resulted in expan- 
sion of the demand for materials 
needed in the construction and - 
operation of reactors. The most - 
important development here was 
the extension in a modified form — 
of the guaranteed United States 
Government market for uranium 
oxide. The old guarantee cow- 
ered uranium ore and is due te 
expire on March 31-1962. That 
guarantee will continue in effect 
until that date, but thereafter the 
AEC has extended its guaranteed 
market for the oxide until Dee. 
31, 1966. The new guarantee, 
therefore, changes from a pre- 
gram under which ore is pur- 


chased, to a program which calls 
for the payment of $8 per pouné 
Continued on page 82 
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of uranium oxide concentrate, up 
to one million pounds per year 
from any one mine or mining op- 
eration. The new program, in- 
volving as it does purchase of 
concentrates from mills will elim- 
inate certain “fringe” benefits 
paid under the guarantee running 
until 1962, chiefly the haulage al- 
lowance and the payments for 
vanadium oxide. 

Another important expansion of 
the market for uranium is ex- 
pected to be announced shortly, 
when it is believed that Great 
Britain will announce contracts 
with the Canadian Government 
to purchase some hundreds of 
millions of dollars worth of ura- 
nium concentrates over the next 
six to 10 years. 

The clear vision of a sound and 
growing market for uranium has 
enabled the uranium mining in- 
dustry to stabilize and to plan 
ahead. The hectic speculative ac- 
tivity which so strongly charac- 
terized the market for uranium 
shares a year or so ago has almost 
completely disappeared. At this 
time, there is developing a move- 
ment into the field of major com- 
panies—-a move that seems to have 
been rather overlooked in articles 
about the industry. Phillips Pe- 
troleum, Texas Co., Kerr-McGee 
Oil Industries, are driving to be- 
eome major producers of uranium 
ore, joining Anaconda, Climax 
Molybdenum, Union Carbide & 
Carbon, and Vanadium Corpora- 
tion. While at the present time 
gross from the uranium sales is 
important to only a few of these 
companies, it bids fair to become 
a major portion of revenues for 
several more in the future. This 
indicates that forward-looking oil 
companies are taking steps to be 
prepared to participate in the dis- 
tribution, in future years, of 
sources of energy other than oil 
and gas. 

It has just been announced that 
Vitro Corporation has signed a 
multimillion dollar contract ex- 
tension with the AEC for supply- 
Ing uranium concentrates. The 


contract, which runs until March 
31, 1962, is estimated to be in the 
neighborhood of $50 million. 
Vitro, which operates in many 
fields of the nuclear industry, in- 
cluding mining, milling, and re- 
search into the chemistry and 
metallurgy of uranium and rare 
earths, has in addition joined with 
Crane Company and a French 
concern to mine deposits in South 
Carolina containing thorium and 
rare earths. 

Similarly, contracts 
Canadian Government 
forthcoming arrangement 
Great Britain, mentioned above, 
has enabled the Canadian urani- 
um mining industry to establish 
itself on a solid basis. A substan- 
tial number of contracts involving 
over a billion dollars has been 
signed by the Canadian authori- 
ties and mining companies. These 
contracts, in turn, have enabled 
the companies to finance them- 
selves publicly on a basis that ap- 
pears to be sound and conserva- 


with the 
and the 
with 


tive. While much of the Canadian, 


ore is not as rich as that found in 
other places, the deposits are so 
large and consistent in grade that 
Canada, and particularly the Blind 
River area, bids fair to become 
the major uranium-mining center 
of the world in a very short time. 
Amounts 
of Contracts 
(millions 
of dollars) 
$275 
207 
201 
90 


Contract Companies 
Northspan —__ Ae 
Algom eee 
Consolidated Denison__ 
Stanleigh 
Stanrock 
Can-Met __-_-_- 
Milliken Lake_. 
Gunnar Mines. 

EOraao —_~- 
Pronto .....- 
Bicroft - 
Dyno 

Faraday. ....-.- 
Cavendish __. 
Greyhawk .- 
Rayrock 


Total 
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Equipment used in the control 
of the difficult atomic processes 
is in growing demand. The makers 
of the delicate instruments re- 
quired, such as Beckman Instru- 
ments, Consolidated Electro-Dy- 
namics, Daystrom, Leeds & North- 
rup, and Nuclear Chicago are 
showing increasing volume of 
sales and are finally seeing the 
fruits of intensive and expensive 
research pay off in increased 
profits. 

A most encouraging develop- 
ment in 1956 has been the con- 
tinuation of the Atomic Energy 
Commission’s program of turning 
over additional sectors of the pro- 
gram to private industry. In this 
year, for the first time, fuel ele- 
ments for reactors were made by 
private industry in privately- 
owned plants by Babcock & Wil- 
cox and by Sylvania. An impor- 
tant sector in the process of 
refining and purifying uranium 
has been opened to private in- 
dustry, and the AEC is currently 
studying proposals from seven 
bidders for this work. This pro- 
gram involves the refining of 
uranium salts, an intermediate 
step between the milling of ore 
and the making of pure uranium. 
This part of the process has here- 
tofore been handled by private 
industry operating government 
plants as agents of the AEC. As 
of this writing the acceptance of 
some or all of the proposals has 
not been announced. ‘Those sub- 
mitting proposals to the Commis- 
sion were: Union Carbide Nuclear 
Company, (a division of Union 
Carbide): Koppers Company, Ince., 
and Kennecott Copper Corpora- 
tion (joint proposal); Dow Chem- 
ical Company; Twentieth Century 
Materials Corporation; Climax 
Molybdenum Company and Mal- 
linckrodt Chemical Company; 
General Chemical Division of 
Allied Chemical. and Vitro Cor- 
poration of America. 


Recommendations 

There is an inclination to look 
forward to a “nuclear age,” and 
we tend to resist it. These so- 
called ‘ages’ — the “electronic,” 
the “Chemical,” the “Automation” 
~—more or less over-lap, and that 
one depends for its development 
upon progress in another. They 
seem to be all but facets of the 
phenomena of Twentieth Century 
science as applied to economics. 

Nevertheless, we are discovering 
that nuclear developments cannot 
be confined in an industrial cate- 
gory. It is true, of course, that 
there is a nuclear industry. It em- 
braces the mining, milling and re- 
fining of ores for fuel elements 
and for better structural materi- 
als; it includes the engineering 
and construction enterprises that 
build our atomic plants and the 
very many smaller businesses that 
make instrument and control de- 
vices so essential to their opera- 
tion: and, furtnermore, we must 
include the associated businesses 
that provide services or directly 
use the products of nuclear fis- 
However, although these in 
the aggregate, may finally attain 
to respectable annual sales vol- 
ume and thus qualify as indus- 
trially important, yet their signifi- 
cance in the economy can only be 
minor as related to the impact of 
nuclear energy as a force. 

As we see it nuclear energy 
should be considered as a new 
“economic prime mover”; some- 
what as the concent of mass pro- 
duction, or the modérn credit sys- 
tem. Seen in this light, industry 
lines are dimmed and we find that 
our subject affects and is affected 
by all industry and all industrial 
developments. 

We suggest, therefore, that we 
in the investment business refocus 
our vision from the trees of nu- 
clear industry to the forest of the 
nuclear economy. 

And this leads to aé_=e specific 
recommendation which your com- 
mittee believes will enhance its 
effectiveness. It is our opinion 


sion. 


that the membership of the Com- 
mittee be enlarged and broadened 
to include: 

(1) The Chairmen of other com- 
mittees whose fields are closely 
affected by nuclear developments, 
and 

(2) Representatives of member 
commercial banks employed in a 
technical rather than an invest- 
ment capacity. 

Respectfully submitted, 


NUCLEAR INDUSTRY 
COMMITTEE 
William S. Hughes. Chairman 
Wagenseller & Durst, Inc. 
Los Angeles 
William R. Grant, Vice Chairman 
Smith, Barney & Co. 
New York 


Continued from page 37 


Richard de La Chappelle 
Lee Higginson Corporation 
New York 

Philip J. FitzGerald 
Dean Witter & Co. 
San Francisco 

Paul F. Genachte 
The Chase Manhattan Bank 
New York 

Edward L. Holsten 
Salomon Bros. & Hutzler 
New York 

Donald B. Macurda 
F. S. Smithers & Co. 
New York 

Mark Sullivan, Jr. 
Auchincloss, Parker & Redpath 
Washington 


Report of IBA Municipal 
Securities Commiitee 


mittee on Metropolitan Area 
Problems), Mr. Rollin Bush, Mr. 
William Adams (Chairman of the 
Municipal Securities Committee) 
and Mr. Gordon Calvert (Munici- 
pal Director of the IBA). 

At this conference it was con- 
cluded to establish a. Continuing 
National Conference on Metro- 
politan Problems. The primary 
functions of the Conference would 
be to serve as a cooperating 
agency for groups and organiza- 
tions concerned with metropolitan 
problems; to enccurage and co- 
operate in such research and to 
prepare and cooperate in the prep- 
aration of such publications and 
to hold such national, regional and 
other meetings as may further 
the objectives of the Conference. 
(3) Federal Legislation 

Since several Federal bills 
adopted this year have a tre- 
mendous impact on. state and 
municipal financing and several 
Federal bills which appear cer- 
tain to be introduced in 1957 
would have a similar impact, the 
Committee has followed these 
proposals closely and has_ sub- 
mitted recommendations to the 
appropriate committees of Con- 
gress regarding certain of them. 

(a) Federal-Aid Highway Aet 
of 1956. The Federal-Aid High- 
way Act of 1956 was adopted as 
Public Law 627. Since the act 


authorizes the appropriation of 
an aggregate amount of $24,825,-. 
000,060 over the next 13 iiscal 
years for Federal grants to states 
for the interstate highway system. 
(the Federai share paid, on any 
project is limited to 90% of the- 
total cost thereof except in cer- 
tain eases were the Federal share 
may be 95%) and authorizes Fed- 
eral grants for other highway 
systems (on which the Federal 
share paid on any project is lim- 
ited to 50% of the total cost 
thereof), this act will be a key 
factor in the financing of high- 
ways for many years. It wiii ob-, 
viously provide a_ stimulus to 
states to finanee their share of 
the necessary funds; and it may 
help existing toll roads by bring- 
ing additional traffic on new ap-: 
proaches or connecting highways, 
if the Federal funds are not used 
to construct free highways which 
compete with toll roads. The 
principal provisions of that act 
were summarized in IBA News- 
letter No. 4 (Aug. 3, 1956) and 
are also summarized in Appendix 
C attached to this report. 

(b) Proposed Amendment to 
Federal Public Facilities Loan 
Program. This program authorizes 
Federal loans to assist local gov- 
ernments in providing certain 
essential public works or facili- 
ties where the loan is not other- 
wise available on _ reasonable 
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terms (presently fixed for 30 
year loans ac 3°43% for loans se- 
cured by general obligation bonus 
and 414% for loans secured by 
revenue bonds or other types vi 
Obligations, with adjustment for 
longer oc shorter maturities). The 

Statute Cirects that priorily in 
such loans be given to “smaller 
municipalities’ (defined to mean 
10,000 popuiation or less). A biil 
introduced in the Senate this 
year would have increased -the 
authorized funds for such loans 
irom $10,000,000 to $1,000,00U,- 
000. When hearings were held 
on this proposal, this Committee 
Submitted a statement opposing 
the proposal as unnecessary and 
undesirable, emphasizing that 
funds in large volume are being 
supplied to small municipalities 
at reasonable rates through -the 
investment banking industry. Tie 
proposal was not adopted. 

‘(c) Federal Financial Assist- 
ance for Water Pollution Cenirol. 
Public Law 660 anended tae 
Water Pollution Controi Act w 
provide two types of Federal fi- 
nancial assistance. Section 5 of 
the Act authorizes the appropria- 
tion of $3,009,000 for each iiscal 
year througa the fis.al year e:.d- 
ing June 30, 1961, for grants vo 
states and to interstate agencies 
to assist them in es.ablishing ana 
maintaining adequa.e measur.s 
for the prevention and controt of 
water polluticn. 

Section 6 of the Act authorizes 
the Surgeon General to mane 
grants to any Siate, inunicipatity, 
or inter-municipal or inierstavpe 
agency for the construction ot 
necessary.treatment woras to pre- 
vent tne discharge of untreaiei 
or inadequately c.reated sewaye 
or other wasre into aay wacers 
and for the purpose of reports, 
piaans and specifications in con- 
nection inerewita. No prant shali 
be made lor any project under 
this sectiorw in 14n amount ex- 
ceeding 34% of the esiim.tecd 
reasonable cost thereof as ce- 
termined by the Surgeon General 
or in an amount exceeding $.50,- 


000, whichever is the lesser, and 
lune granice must agree 1O pay 
tne- remaining cost. she act atso 
specifies otucr requirements ior 
projecis to receive Federal grants 
uhacr this. sec.lon. ‘the acu au- 
thorizes appropriations of $50,- 
UWU,LGU for eacu fiscal year ior 
sucu grants, with a_ Ilmitatiou 
tnat tue azgrecace of sums so 
appropriated shall not exceed 
»yvJU,UUU,UUU and at least 50% of 
the funds so appropriated ior 
cach fiscal year musct be used 10r 
grants tor tne consiruction ot 
treaiment works servicing mu- 
nicipaliiies with a populatioa of 
1zo,¥uU or less. 

(ad) Propesed Bank Underwrit- 
ing of Revenue bonds. No action 
Was taken by Congress on ture 
bills which would autnorize banks 
to unaerwrite revenue bonds. 


(e) Amendment of Federal Col- 
lege Housing t/rogram. Unaer the 
kederai coliege housing pro ,ram 
tne Federal Government is au- 
thorizea to make loans (wita ma- 
turities up to 00 years) to collezes 
for housing at an interest rate 


determined under a_e statutory 
luti.dia at lOaNs are Nut avail- 
abie trom other sources upon 


terms and conditions equaliy as 
favorable. An amendmen: to the 
law in 1955, whien was _ vigor- 
ously opposed in s.vatements filed 
by tais Conimittee during hear- 


ings on the proposed amend- 
ment, provides a statutory tor- 


mula for determining the iater.st 
rate on Federal loans under the 
prograin waich resulted in a rate 
of 2%4% until July 1, 1950, and 
a rave of 243% on ail loans for 
whicna reseivavions for funds are 
made af:er that date. Tnus, tse 
Federai Gover.ment is presen.ly 
autnorized to make college hous- 
ing loans, secured only by college 
dormitory revenue bonds wita 
maturities up to 50 years, at 2%% 
if such leans are not availapie 
rom other sources at that rate 
—when the full faith and credit 
obligations of the Federal Gov- 
ernment have recently been sell- 
ing to yield 3.32% on 30 year 
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bonds and to yield 3.24% on 40 
year. bonas. 
Since the adoption of the 


amenament last year almost ail 
college housing loans have been 
made by tne Federal Government 
Lecause privaie indusiy obvi- 
OuSiy Cannot generally proviue 
loans tmrough coHege nous.ng 
revenue bonus witn ma.urities up 
to 50 years at an inverest rate 
ot 243% when the Feqderal Gov- 
ernment’s..tutl tatth and credit 
obiigations of a comparable in.a- 
turiiy have been yieiding more 
than %% nigher than chat. 

Yne last annual reporc of the 
Conimitvee notea tnat when Pres- 


ident Eisenhower signed the 19.5 


housing. bill wuicA included tne 
objectionavie ame@naun.eit, he 
stated: 

“In the matter of the college 
housing program .. . the re- 
duction made by the bill in the 
interest rate to an arttically low 
level will curtail, if not com- 
pie.ely eliminate, the avail- 
ability of private investment 
funds which have begun to flow 
toward college housing. The re- 
sult would be that instead of 
more capital being available for 
this kind of loan there will be 
substantially less in the aggre- 
gate.” 

“it is my hope that the de- 
fects in the Act will be correct- 
ed by the Congress at the earli- 
est opportunity in tne light of 
further study and of actual ex- 
perience in its administration.” 
President Eisenhower in _ his 

budget message to Congress this 
year recommended that the law 
be changed to provide a different 
formula which would raise the 
interest rate at which Federal 
loans would be made if not avaii- 
able from other sources at that 
rate. Bills proposing to carry out 
this recommendation were intro- 
duced in the House and Senate 
and the Municipal Securities 
Committee of the IBA submitted 
statements supporting the bills in 
hearings before committees of the 
House and Senate. The recom- 
mendation was not adopted. Dur- 
ing debate on the housing bill in 
the Senate an amendment was of- 
fered to provide the new formula 
to raise the interest rate on Fed- 
eral college housing loans, but 
the proposed amendment was de- 
feated 41-40. 


The housing amendments of 
1956 increased the authorized 
funds for Federal college housing 
loans from $500,090,00U to $750,- 
000,000. 

The Municipal Securities Com- 
mittee, without attempting to de- 
termine the necessity or desirabil- 
ity of Federal financial assistance 
for college housing or whether a 
loan program is the most desir- 
able and appropriate method of 
providing such assistance, strong- 
ly recommends that, if Federal 
financial assistance is provided 
through Federal loans, the law 
authorizing the program should De 
amended to embody the two fol- 
lowing basic principles: 

(i) Federal loans should be 
made available only where the 
loans are not available from: pri- 
vate sources on reasonable terms, 
and determination of what con- 
stitutes reasonable terms~‘should 
be based on a realistic considera- 
tion of rates for comparable loans 
in the money market. 

(ii) A Federal loan should be 
limited to a fraction of the re- 
quired funds for any project so 
that authorized ‘Federal funds 
could be used to help more bor- 
rowers and the Federal loans 
would supplement but not replace 
financing from private sources. 

Recoginzing the need for great- 
ly expanded college facilities and 
for financing the construction of 
such facilities at low interest 
rates, this Committee further rec- 
ommends that, if Federal assist- 
ance is to be provided, considera- 
tion be given to substituting for 
the Federal college housing loan 
program some other type of Fed- 
eral financial assistance which 


would permit greater private fi- 
nancial participation at low in- 
terest rates and extension of such 
assistance to a greater number of 
institutions. 

These recommendations would 
make it possible for private indus- 
try to supply at least a substantial 
portion of the funds necessary to 
finance the construction of great- 
ly . expanded college housing 
facilities. These recommendations 
are wholly in keeping with the 
supposedly fundamental concept 
of our economic system, that the 
Federal Government should not 
take over functions of private in- 
dustry which can be pertormed 
at reasonable rates by private in- 
dustry. 

President’ Eisenhower several 
months ago appointed a commit- 
tee on education beyond high 
school under the chairmanship vf 
Mr. Devereaux Colt Josephs, 
Chairman of the Board, New York 
Life Insurance Company. This 
committee is to study and submit 
recommendations regarding edu- 
cation beyond high school, and it 
is certain that these recommenda- 
tions will involve financing of 
college facilities. 

(f) Proposed Tax-Exempt Divi- 
dends for Investment Companies 
Holding Municipals. No action was 
taken on bills (H. R. 12252 and 
H. R. 12253) to amend the In- 
ternal Revenue Code to exempt 
from Federal income tax “‘exempt 
interest dividends” paid to share- 
holders by a regulated investment 
company holding the bulk of its 
assets in tax-exempt securities. 

(g) Proposed Federal Aid to 
Education. A bill embodying a 
program of Federal financial as- 
Sistance for the construction of 
public elementary and secondary 
school facilities (H. R. 7535), 
through Federal grants, loans and 
advances to a reserve fund, was 
not adopted. After an amendment 
was added to the bill to provide 
that no Federal funds shall be 
allotted or transferred “to any 
state which fails to comply with 
the decisions of the Supreme 
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Court,” thereby denying funds to 
segregated schools, the bill was 
defeated by a vote of 194 to 224. 
It appears certain that similar leg- 
islation will be introduced in 
Congress in 1957. 


(h) Banking Study. The Senate 
Committee on Banking and Cur- 
rency is conducting a study of 
proposed changes in the Federal 
banking laws..The Committee re- 
quested five Federal agencies 
(Comptroller of the Currency, 
Board of Governors of the Fed- 
eral Reserve System, Federal De- 
posit Insurance Corperation, Fed- 
eral Home Loan Bank Board and 
Bureau of Federal Credit Unions) 
to submit recommendations for 
revision of the Federal banking 
laws and recommendations were 
submitted by those agencies in 
October. Hearings were held on 
the proposals on Nov. 9 and 10. 
It is expected that a bill will be 
drafted within the next few weeks 
embodying many of the propo- 
seals and that further hearings will 
be held in January. 


An Advisory Committee of rep- 
resentatives from private indus- 
try has been appointed to assist 
the Senate Banking Committee 
in the study. The Chairman of 
that Advisory Committee is Mr. 
Kenton R. Cravens, President of 
the Mercantile Trust Co. of St. 
Louis. 


(i) Amortization of Premiums 
on Tax-Exempt Bonds Held by 
Dealers. On Nov. 7 the staffs of 
the Joint Committee on Internal 
Revenue Taxation and the Treas- 
ury Department submitted to the 
Subcommittee on Internal Reve- 
nue Taxation of the House Com- 
mittee on Ways and Means a list 
of “substantive unintended bene- 
fits and hardships and additional 
problems for the technical amend- 
ments bill of 1957.” One of the 
recommendations included in the 
list was the following: 


(2) Amortization of premium on 
tax-exempt bonds held by 
dealers. 


“Under the present law where 
Continued on page 84 
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Report of IBA Municipal 
Securities Committee 


tax-exempt State and local gov- 
ernment bonds are purchased at 
at premium, the premium gener- 
ally must be amortized over the 
life of the bond and, in effect, 
offset against the tax-exempt in- 
terest income. Exceptions are pro- 
vided to this general rule tor 
dealers in tax-exempt securities 
with respect to bonds disposed of 
within 30 days, and bonds with 
4 maturity or call date more than 
five years from the time they 
were acquired. Since amortiza- 
tion of the premium is not re- 
yuired by a dealer under these 
‘ircumstances, he realizes an or- 
jinary loss upon sale or redemp- 
ion of bonds disposed of within 
30 days, or for bonds maturin, 
nore than five years from his 
fate of acquisition. This loss, 
vhich may be offset against tax- 
able income, is attributable to the 
‘nterest payments the taxpayer 
s not required to include in his 
‘axable income. 

“It is suggested that these 30- 
day and 5-year rules be removed 
with the result that dealers in 
tax-exempt bonds will be treated 
the same as other holders of tax- 
exempt bonds. This might be 
made effective with respect to 
bonds purchased after the date of 
this report.” 

On Nov. 20 at hearings on the 
proposal to require dealers to 
umortize premiums all tax- 
empt bonds held by them, before 
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the Subcommittee on _ Internal 
Revenue Taxation of the House 
Ways and Means Committee, the 
Chairman of the Municipal Se- 
curities Committee testified and 
submitted a statement on behalf 
of the Committee opposing the 
proposed change. The statement 
pointed out that a provision spe- 
cifically designed to remedy the 
problem was adopted in the Rev- 
enue Bill of 1950 and that the 
proposed change isolates a single 
phase of the dealers’ tax situa- 
tion without recognizing the over- 
all tax inequities that would ke 
imposed by the proposal, gives no 
consideration to the unduly com- 
Dlicating and burdensome ac- 
counting procedures which weuld 
be imposed upon dealers and ig- 
nores the effect on financing by 
states and municipalities. 

(4) Cooperation With Other Or- 

ganizations 

While the Committee has in the 
past attempted to cooperate 
closely with other organizations 
interested in municipal finance, 
during the past year the Com- 
mittee has attempted to work 
even more closely with such or- 
ganizations. 

The Liaison Committee between 
the IBA and the Municipal Law 
Section of the American Bar As- 
sociation have done much effect- 
ive work to facilitate cooperation 
between the two organizations, 
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particularly in the preparation of 
the two model laws referred to 
above. The Chairman of the IBA 
Liaison Committee of the Mu- 
nicipal Law Section of the Amer- 
ican Bar Association during the 
past year has been Mr. L. Eugene 
Marx (Bear, Stearns & Co., New 
York) and the Chairman for the 
coming year will be Mr. David 
Wood (Wood, King and Dawson, 
New York). The members of the 
IBA Committee for Liaison with 
the Municipal Law Section of the 
American Bar Association are 
John S. Linen (The Chase Man- 
hattan Bank, New York) Chair- 
man, Walter W. Craigie (F. W. 
Craigie and Co., Richmond) and 
Pat G. Morris (The Northern 
Trust Co., Chicago). 

This year a Liaison Committee 
has also been established with the 
American Bridge, Tunnel & 
Turnpike Association. Members 
of this Liaison Committee are as 
follows: Walter H. Steel (Drexel 
& Co., N. Y.); William Morgan 
(Blyth & Co., N. Y.): Wilbur M. 
Merritt (First Boston Corp., 
N. Y.): Frank H. Morse (Leh- 
man Bros., N. Y.), George J. Gru- 
ner (John Nuveen & Co., N. Y.); 
and C. Cheever Hardwick (Smith, 
Barney & Co., N. Y.). 

In addition, representatives of 
the Committee have this year at- 
tended meetings of the National 
Conference on Public Works, The 
Highway Research Board, The 
National Conference on Metropol- 
itan Area Problems, The Munici- 
pal Finance Officers Association, 
and the American Bar Associa- 
tion. The President of the 
Municipal Forum of New York 
has been included as a member of 
this committee in order to facili- 
tate cooperation with that organ- 
ization. 

We believe that such coopera- 
tion should be helpful to under- 
writers and dealers in municipal 
bonds and to municipalities and 
municipal officials. 


(5) Educational Activities 


The annual Institute of Invest- 
ment Banking, sponsored by the 
IBA and the Wharton School of 
Finance and Commerce at the 
University of Pennsylvania, was 
held this year on April 2-6. The 
program included a panel on mu- 
nicipal bonds. The Chairman of 
the Committee served as mod- 
erator; Mr. Walter W. Craigie 
(F. W. Craigie & Co., Richmond) 
discussed general obligation mu- 
nicipal bonds and Mr. T. Henry 
Boyd (Blyth & Co., Inc., New 
York) discussed revenue bonds. 

At the Conference on the 
American Securities Business 
sponsored by the Industrial Coun- 
cil of Rensselaer Polytechnic In- 
stitute at Troy, N. Y., in October, 
one of the principal addresses was 
presented by Mr. Walter W. 
Craigie on “Funds for Schools and 
Other State and Local Govern- 
mental Projects.” The municipa! 
securities business was repre- 
sented at the Conference by the 
following participants: 

William M. Adams, Braun, Bos- 
worth & Co., Detroit; Walter C. 
Cleave, Blyth & Co., Inc., Chi- 
cago; Walter W. Craigie, F. W. 
Craigie & Co., Richmond; Mar- 
quette de Bary, F. S. Smithers & 
Co., New York; Andrew S. Mills, 
Newhard, Cook & Co., St. Louis; 
Jonn M. Maxwell, The Northern 
Trust Co., Chicago; William H. 
Morton, W. H. Morton & Co., Inc., 
New York; J. Creighton Riepe, 
Alex. Brown & Sons, Baltimore; 
Allen D. Sapo, Schmidt, Poole, 
Roberts & Parke, Philade!phia; 
Francis Schanck, Jr., Bacon, 
Whipple & Co., Chicago; Walter 
H. Steel, Drexel & Co., New York; 
George B. Wendt, First National 
Bank of Chicago, Chicago. 

The Committee is also consid- 
ering preparation of a ‘““Handbook 
on Municipal Bonds.” Section 5 
of the Fundamentals of Invest- 
ment Banking published by ihe 
IBA, was devoted to municipal se- 
curities; but that section is out of 
print and we are unable to fill 
requests for copies of that sec- 


tion. We believe that it would be 
a service to the municipal bus;i- 
ness to expand Section 5 of Fun- 
damentals of Investment Banking 
into a Handbook on Municipal 
Securities which could be used 
both in training new personnel in 
municipal bond departments and 
for distribution to municipal of- 
ficials, customers and college stu- 
dents. 


(6) Statement on Tax Exemption 
In Legal Opinions 

At the Spring Meeting in May 
the Board of Governors of tne 
IBA adopted a resolution recom- 
mended by the Committee, as fol- 
lows: 

“WHEREAS, a statement in legal 

opinions on state and munici- 
nal bonds, that the interest cn 
such bond is exempt from Fed- 
eral income taxes and that such 
bonds and the interest thereon 
are exempt from state taxes, in- 
creases the marketability of 
such bonds and many municipal 
bond attorneys presently in- 
clude such statements in their 
legal opinions on such bonds: 

‘NOW, THEREFORE, BE IT RE- 

SOLVED, that the Board of 

Governors of the Investment 

Bankers Association of Amer- 

ica requests that: 

(1) municipal bond attorneys 
include in their legal opinions 
on state and municipal bonds a 
statement that the interest on 
such bonds is exempt from Fed- 
eral incomie taxes and, if such 
bonds or the interest thereon are 
exempt from state taxes, a state- 
ment of such exemption from 
state taxes; and 

**(2) a copy of this resolution be 
sent to all municipal bond attor- 
neys listed in the ‘Bond Buyer 
Directory.’ ”’ 


..- Thursday, December 13, 1956 


were 
munici- 


Copies of the resolution 
subsequently sent to all 
pal bond attorneys listed in the 
“Bond Buyer Directory.” Prac- 
tically all of the bond attorneys 
who replied indicated a willing- 
ness to cooperate in the recom- 
mendation, but a few replies in- 
dicated that it would not be prac- 
tical to include statements re- 
garding exemption from. state 
taxes in particular states. 


(7) Statistical Program 


In October there was pub- 
lished the first issue of the IBA 
Statistical Bulletin containing de- 
tailed information regarding the 
municipal bond market. Tables in 
this Bulletin include the follow- 
ing: 

Table 1: Bond Elections Sched- 
uled. 

Table 2: Bond Election Results 
(quarterly ). 

Table 3: New Municipal Bonds 
Issued (quarterly). 

Table 4: New Municipal Bonds 
Issued by Type Issuer and Use ot 
Proceeds (quarterly). 

Table 5: Principal 
Underwriters of New Municipai 
Issues by amount and number, 
for general obligation and rev- 
enue bonds (quarterly). 


Table 6: Method of Offering 
New Municipal Bond Issues 
(quarterly). 

This Statistical Bulletin is pre- 
pared by Mr. Frank Morris, the 
Research Director of the TRA, 
and will be published quarterly. 
There will also be press releases 
bringing the information up to 
date on a monthly basis. 

Under this Statistical Research 
Program the IBA is keeping a de- 
tailed record of all new municipal 
issues since July 1, 1956, for 
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which information .is available to 
us. Attached as Appendix D is 
a list of the items of information 
recorded on new municipal bond 
issues. We believe that the avail- 
ability and publication of sum- 
maries of this statistical infor- 
mation will be of value to the 
members and to the Committee in 
its work. 

(8) State Legislative Develop- 

ments and Court Decisions 


Attached as Appendix E is a 
summary of some of the principal 
state legislation adopted this year 
ef interest to the municipal bond 
business. Attached as Appendix 
F is a summary of some of the 
court decisions this year of par- 
ticular interest to the municipal 
bond business. 

Respectfully submitted, 
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APPENDIX A 


Model Form of Bill Relating to 
“Nuisance Suits” 


SECTION 1. Any county, municipality, 
taxing district or other political district 
or subdivision, commission, authority, ce- 
partment or other public agency of the 
State authorized by law to borrow money 


and issue honds, notes or other evidence 
of indebtedness (hereinafter called the 
“Issuer’’), prior to the issuance of any 


particular issue of bonds, notes or other 
evidences of indebtedness whieh it proposes 
to issue (hereinafter called ‘‘the securi- 
ties’), may file a petition for validation 
for the purpose of obtaining an adjudica- 
tion as to its authority to issue the Se- 
curities and the legality of all proceedings 
taken and/or proposed to be taken in con- 
nection therewith, including, in proper 
cases, any assessments of taxes levied or 
to be levied, and the lien of such taxes, 
the levy of rates, charges, or tolls, and 
of proceedings or other remedies for the 
collection of such taxes, rates, charges or 


tolls. Such petition may be filed in the 

Court in the county in which 
such Issuer may be located or have its 
principal place of business, against the 
State of , and the taxpayers, 
property owners and citizens of such Is- 
suer, including nonresidents owning prop- 
erty or subject to taxation therein, and 


al] other persons interested in or affected 
by the issuance of the Securities. If the 
Securities are to be issued by any of the 
State agencies, authorities, commissions or 
departments, such petition may be filed in 
the Court of the county in 
which the proceeds of such Securities are 
to be expended or in the ___ she is SOUTt 
of the county in which the ‘seat of State 
government is situated, and such petition 
shall be brought against the State of _____ 
end the taxpayers, property owners and 
citizens thereof, including non-residents 
owning property or subject to taxation 
therein, and any other persons affected by 
or interested in the issuance of the Secu- 
rities. 

SECTION 2. The petition for validation 
shall briefly set out, by proper allegations, 


references or exhibits, the petitioner’s au- 
thority for issuing the Securities, the 
holding of an election and the _ results 


thereof where an election is required, the 
ordinance, resolution or other act or pro- 
ceeding authorizing the issuance of such 
Securities and the adoption thereof, all 
other essential proceedings had or taken 
and or proposed to be taken in connection 
therewith, the amount of the Securities to 
be issued, the rate of interest or maximum 
rate of interest they are to bear, and, in 
case of a district established for the pur- 
pose of constructing or acquiring a public 
improvement for which the Securities are 
to be issued, the authority for the creation 
ot uch district, the consideration to be 
received by the Issuer for the Securities, 
the county or counties in which the pro- 
ceeds of the Securities, or any part thereof, 
are to be expended, and all other pertinent 
matters 


SECTION 3. The judge of the 


Court wherein the petition is filed, ~ shall, 
upon the filing and presentation thereof, 
make and issue an order in general terms 
in the form of a notice directed against 
the State of and against ‘‘all 
property owners, taxpayers, citizens and 
others having or claiming any right, title 
or interest in any property or funds to be 
affected by the issuance of the Securities 
or uffected in any way thereby,’ requir- 
ing, in general terms and without naming 
them, all such persons and the State of 


_ through its : 
or attorneys of the circuit 
where in the Issuer has its principal place 
of business, to appear at a time and place 
within the circuit (or district) wherein the 
petition is filed, to be designated in such 
order, and show cause why the prayers of 
the petition should not be granted and the 
proceedings and the Securities valiated and 


attorney 
(or district) 


confirmed as therein prayed. A copy of 
the above mentioned petition and order 
shall be served upon the  — os at- 


torney of the circuit (or district) in which 
such proceedings are pending, and in cases 
where the Issuer Les or functions in more 


than one circuit (or district), upon each 


mn attorney of each of such cir- 
cuits for districts), at least twenty (2G) 
days before the time fixed in said order 


for inearing as aforesaid. Said attorney or 
attorneys shall carefully examine the peti- 
tion and if it appears, or there is reason 
to believe, that the petition is defective, 
insufficient or untrue, or if in the opinion 
of said attorney or attorneys, the issuance 
of the Securities has not been duly author- 
ized, defense shall be made thereto as 
may seem proper by said attorney or at- 
torneys. Said attorney or attorneys shall 
have access, for the purposes aforesaid, to 
all records and proceedings of the Issuer 
and any officer, agent or employee having 
charge, possession, custody or control of 
any of the books, papers or records of the 
Issuer snali, on demand of said attorney or 


attorneys, exhibit for examination such 
books, papers or records and shall, without 
cost, furnish duly authenticated copies 


thereof, which pertain to the proceedings 
for the issuance of the Securities or 
which may. affect the legality of the same, 
as may be demanded of him. 

In case the Securities are to be issued 
by any State agency, authority, commission 
or department, a copy of the above men- 
tioned petition and order shall be served 
upon the attorney of the cir- 
cuit (or district) in which such proceedings 
are pending and, if the proceeds of the 
sale of the Securities, or any portion 
thereof, are to be expended in any county 
other than the county in which the pro- 
ceedings are pending, upon the —_________ 
attorney of each county in which it is 
proposed to expend such proceeds or any 
part thereof. 

SECTION 4. Upon motion of the peti- 
tioner, whether before or after the date 
set for hearing as provided in Section 3, 
the judge may enjoin the commencement 
by any person of any other aetion or pro- 
ceeding contesting the validity of the Se- 
curities described in the petition, or the 


- posed or 
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validity of the taxes, assessements, tolls, 
rates or other levies authorized to be im- 
made for the payment of such 
Securities or the interest thereon, or the 
validity of any pledge of revenues, or prop- 
erty to secure such payment, and may 
order a joint proceeding in any court in 
the State, and may order all such actions 
or proceedings consolidated with the valida- 
tion petition pending before him, and may 
make such orders as may be necessary or 
proper to effect such consolidation and as 
may tend to avoid unnecessary costs or 
delays or multiplicity of suits. Such orders 
shall not be appearable. 

SECTION 5. Prior to the date set for 
hearing as provided in Section 3, the clerk 
of the court wherein said petition is filed, 
shall cause a copy: of said order to be 
published in the county wherein the peti- 
tion is filed, or, if the petitioner lies or 
functions in more than one county, then 
in each of such counties in each of any 
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preme Court, shall constitute the record 
upon whicl aid appeal snall be heard in 
the Supreme Court 

Within ten days after the return day of 


ich appeel tne appellant shall file his 
rief in the Supreme Court and shall 
liver a copy thereof to the appellee or 


ttorney or record, who Snall within ten 
lt day thereafter file his brief, and 
hall deliver copy thereof to the ap- 
pellant or his attoruey olf record, Wuo may 


reply thereto within five (5) days. After 
the time for filing briefs, as aforesaid, has 
expired, the Supreme Cort shall proceed 
to consideration of said cause upon the 
record and briefs; provided, however, that 
if either party shall file a request in writ- 

for oral argument by the return day 
of such appeal, the court may enter an 
orde etting down ald cause for Ora! 
argument at the earliest practicable date 
Thereafter the Supreme Court shll give 


immediate consideration to said appeal and 
ion thereon in due course 
decision shal] be fina] after ten days 
mandate shall issue forthwith, if no 
petition for rehearing has been filed 

Such appeal shall take priority in the 
Supreme Court over all other civil cases 
therein pending, except habeas corpus 

SECTION 8. In the event the decree of 
the Court determines that the 
Issuer has authority to issve the Securities 
for the consideration end upon the terms 
set forth in the petition for validation and 
adjudicates the legality of all proceedings 
taken and/or proposed to be taken in con- 


render its deci 
ich 


alid 


nection therewith, and no appeal is taken 
within the time above prescribed, or if 
teken and the decree of the 

Court is affirmed, such decree shal] be 
forever binding and conclusive, as to all 


matters adjudicated, against the petitioner 
and all other parties to the cause, whether 


mentioned in and served with said notice 
of the proceedings, or included in the 
description ‘‘all prorerty owners, taxpay- 
ers, citizens and others having or claiming 
any right, title or interest in any proper- 
ties or funds to be affected bv the issuance 
of the Securities or affected in any way 
thereby’’, and shall constitute a permanent 
injunction against the institution by any 
person of anv action or proceeding con- 
testine the validity of the bonds, notes or 
certificates of indebtedness descr. bed in the 
petition or the validitv of the taxes, as- 
sessments, tol's, rates or other levies eu- 
thorized to he made for the pavme nt 
thereof or the interest thereon or the 
validity of any pledge of revenue or prop- 
erty to secure such payment. 

SECTION 9. The decree shell be recorded 
in the same manner as other Gecrees or 
judements in each county in which notice 
of the hearing is required to be published 


by Section 5 
SFCTION 10 
of indebtedness 


Bonds, notes or certificates 
validated as herein pro- 


vided shall hove stamned or” written 
thereon the following statement:— 

“Walidated and confirmed bv a decree 

of the Covrt (specifying the 

date when such cecree was rendered and 

the court in which it was rendered) 


which perpetually enjoins the institution 

of any suit, action or proceeding in- 

volving the validity of this bond or the 
provision made for the payment of the 
principal and interest thereof.’’ 

Said certificate shall be signed by the 
clerk of the court in which the decree was 
ered, aa saia certificace shal) be 
original evidence of said decree in any 
court of the State. 

SECTION 11. The 
inv under this act 
petitioner excent in 
payer, citiven or 
end contest the 


eres 


ccst 
shall 


in e?ch proceed- 
be “"9idqd by ‘h* 
cases where a tax- 
other nerson anne] 
proceeding or intervene 
therein, the court may tax the whole or 
eny port of the cast against such person 
as shall be equitable and just. 


APPENDIX B 


Model Bill Authorizing Use of 
Facsimile Signatures in Exe- 


meav 


cution of Public Securities 

fection 1 Public Securities herotofore 
or hereafter euthorized to be issued and 
delivered st any one time in a nrineinal 
emount of Ten Million Dollars ($10,000,- 
C00) or more mav b everuted "th en 


eneraved, imvrinted, stamped or otherwise 
reproduced facsimile of any signature, seal 
or other means of authentication. certifiea- 
tion, or endorsement required or permitted 
to be recorded thereon. if so authorized by 
the Board, bedy or officer empowered by 
law to authorize the issuance of such se- 
curities, provided that at least one signa- 
ture required or permitted to be nlaced 
thereon shall be manually subscribed. 

Section 2. The words ‘‘publie securities’ 
used herein shall mean bonds, notes or 
er oblivations for the payment of money 
issued by this State, by its nolitical sub- 
divisions. or by env department. agency oF 
other instrumentlity ef this State or of 
anv of its polities] subdivisions. 

Section 2. This Act shall not renecl any 
ether law authorivine the execntian af nivhe 
Nie securities with facsimile signatures or 
seals. 


eth 


APPENDIX C 


Summary of Federal-Aid Hich- 
way Act (Public Law 627) of 1956 

(1) Section 108 of the act. au- 
therizes the appropriation of an 
arsregate amount of $24,825.000.- 
600 over the next thirteen fiscal 
vears for feceral grants to states 
for the interstate system. 


These funds will be apvortioned 
among the states under formulas 
specified in the act. The federal 
share payable on account of any 
project on the interstate system 
provided for hv funds made pvail- 
able under this section will be 
90% of the total cost thereof, plus 


. 


a percentage of the remaining 
10% of such cost in any state con- 
taining unappropriated and unre- 
served public lands and nontax- 
able Indian lands exceéaing 5% of 
the total area of all lands therein, 
but the federal share payable on 
any project in any state shall not 


exceed 95% of the total cost of 
such project. 

(2) Section 102 of the act au- 
thorizes the appropriation. of 
$125,000,000 for the fiscal year 


1957 (in addition to $700,000,000 
already authorized for that year), 
$850,000,000 for the fiscal year 
1958 and $875,000,000 for the fis- 
cal year 1959, to be available 45% 
for projects on the federal-aid pri- 
mary highway system, 30% for 
projects on the federal-aid secon- 
dary highway system and 25% for 
projects on extensions of these 
systems within urban areas. These 
funds would be apportioned among 


the states as federal grants and 
the Federal Government would 
pay 50% of the totdl cost of any 


project and the state would pay 
the other 50%. 

Part of section 113 of the act 
contains the following provisions 
regarding toll roads, bridges and 
tunnels: 

“(a) Approval As Part of Inter- 
state System — Upon a finding 


by 


the 
road, 


hereafter constructed which meets 


... Thursday, 


the Secretary 
that such action will promote the 
development of an integrated In- 
terstate System. the Secretary is 
authorized to 


of Commerce 
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approve as part 
Interstate System anv 
bridge, or tunnel, 


how 
) 


the standards adopted for the 


provement of projects located on 
whenever 
bridge, or tunnel 
is located on a route heretofore or 
part of 


the 
such 


Interstate 
toll 


road, 


System, 


hereafter designated 


the 
That 


except 


funds shall 
construction, 


Interstate 
no 
funds shall 
construction, 


be 
to the 


be 


extent 


aS a 
System: 
Federal-aid 


improvement of any such 
bridge or tunnel except to 
extent now or hereafter permitted 


by law. 

*(D) 
Other Use — 
ized under this title, or 
prior Acts, shall be available for 
expenditure on projects approach- 
ing any toll road, bridge, or tun- 
nel to a point where such project 
will have some use irrespective of 


Approaches 


The funds 


Having 
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permitted by law: Provided fur- 
ther, That no Federal-aid highway 
expended for the 
reconstruction, 


author- 
under 
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its use for such toll road, bridge, 
or tunnel. 


“(c) Approaches Having No 
Other Use — The funds author- 
ized under section 108(b) of this 
title, or under prior Acts, shall be 
available for expenditure on In- 
terstate System projects approach- 
ing any toll road on the Interstate 
System, even though the project 
has no use other than as an 
approach to such toll road: Pro- 
vided, That agreement satisfac- 
tory to the Secretary of Commerce 
has been reached with the State 
prior to approval of any such 
project (1) that the section of toll 
road will become free to the pub- 
lic unon the collection of tolls 
sufficient to .liquidate the cost of 
the toll road or any bonds out- 
standing at the time constituting 
a valid lien against said section of 
toll road covered in the agreement 
and their maintenance and opera- 
tion and debt service during the 
period of toll collections, and (2) 
that there is one or more reason- 
ably satisfactory alternate free 
routes available to traffic by 
which the toll section of the Sys- 
tem may be bypassed.” 


(3) Section 114 of the Act con- 
tains the following statement re- 
garding reimbursement for certain 
highways: 

“It is hereby declared to be the 
intent and policy of the Congress 
to determine whether or not the 
Federal Government should equi- 
tably reimburse any State for a 
portion of a highway which is on 
the Interstate System, whether 


toll or free, the construction of 
which has been completed subse- 
quent to August 2, 1947, or which 
is either in actual use or under 
construction by contract, for com- 
pletion, awarded not later than 
June 30, 1957: Provided, That 
such highway meets the standards 
required by this title for the 
Interstate System. The _ time, 
method, and amounts of such re- 
imbursement, if any, shall be de- 
termined by Congress following 
a study which The Secretary of 
Commerce is hereby authorized 
and directed to conduct, in coop- 
eration with the State highway 
departments, and other agencies 
as may be required, to determine 
which highways in the Interstate 
System measure up to the stand- 
ards required by this title, includ- 
ing all related factors of cost, 
depreciation, participation of Fed- 
eral funds, and any other items 
relevant thereto. A complete re- 
port of the results of such study 
shall be submitted to the Congress 
within ten days subsequent to 
January 2. 1958.” 


(4) The points to be connected 
in the 40,000 miles of the Inter- 
state System previously authorized 
have already been determined by 
the Bureau of Public Roads in 
consultation with state highway 
departments. The new act author- 
izes the addition of 1,000 miles 
to the Interstate System. The 
exact location of the highways 
between the selected points are 
determined by state highway de- 
partments, subject to approval by 
the Bureau of Public Roads. 
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A limited supply of copies .of 
the new act are available on 
request from the Municipal Direc- 
tor of the IBA. 


APPENDIX D 


Information Collected on New 
Municipal Issues Since July 1, 
1956 Under the IBA Statistical 
Research Program 

(1) Name of issuer and issue 

(2) Par amount of issue 

(3) Offering date 

(4) Type issue (12 classes of 
general obligation bonds, 6 classes 
of revenue bonds, plus a category 
for special assessment bonds which 
are not general obligations) 

(5) Type of issuer (State, Coun- 
ty, etc.) 

(6) Type offering (competitive 
bidding, negotiated, etc.) 

(7) Use of proceeds (99 cate- 
gories) 

(9) Rating 

(10) Method of Retirement 
(Serial, term) 

(11) Date of issue 

(12) Average Maturities 

(13) Range of Maturities 

(14) Call Provisions (first call 
date and whether or not a pre- 
mium is involved) 


(15) Delivery Date (Month) 
(16) Coupon Rates 

(17) Syndicate Purchase Price 
(18) Net Interest Cost 

(19) Managing Underwriter 
(20) Co-Manager 

(21) Number of firms in win- 


ning account 

(22) Number of competing bids 

(23) Yields at offering prices 
(5, 10, 15, 20, 30 and 40 year ma- 
turities) 

(24) Selling concessions. 

In addition, the following data 
are collected on bonds authorized 
at elections: 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 
under 

(8) 
issued. 


Name of issuer and issue 
Par amount of issue 
Election date 
Election results 
Type issuer 

Use of proceeds 
Record of bonds 
the authorization 
Balance authorized but un- 


issued 


APPENDIX E 


State Legislation 

This appendix contains sum- 
maries of some state legislation 
adopted in 1956 which is believed 
to be of interest to persons en- 
gaged in the municipal securities 
business. 

CALIFORNIA 

Senate Bill No. 5, effective im- 
mediately, amended Act 6850, the 
San Bernardino County Flood 
Control Act, regarding powers 
and duties of the San Bernardino 
County Flood Control District. 
The bill authorizes the district to 
expend tax revenues and incur 
bonded indebtedness for a zone 
for works or improvement located 
outside the zone but of benefit to 
the zone. The bill also revises the 
procedure with respect to the 
issuance of bonds. 

Assembly Bill No. 6, effective 
immediately, amended Sections 
4601, 4611, 4617, 4621 and 4622, H. 
& S. C., regarding municipal 
sewer districts. This Act author- 
the purposes of districts to in- 
clude sewage collection, treatment 
or disposal facilities, and related 
work. It also revises provisions 
with respect to authorization and 
issuance of bonds. 

Assembly Bill No. 41, effective 
immediately, adds article 2(a) to 
Chapter I, Part 3, Division 5, 
H. & S. C., regarding municipal 
sewer districts. This Act author- 
izes formation of districts com- 
posed of one or more cities and 
any unincorporated areas in the 
county to provide sewage, storm 
water drainage and flood control 
works. It provides that one city 
may initiate proceedings for for- 
mation of such a district, and after 
receiving consent of any other 
cities, and from the county board 
of supervisors for any unincor- 
porated portions, such initiating 
city has exclusive authority to 


carry out procedural steps for for- 
mation and to control and operate 
the district after formation. It also 
authorizes issuance of bonds with 
annual tax levied by county 
supervisors to service bonds, and 
an annual tax not to exceed $0.20 
on each $100 of assessed value of 
property in the district for main- 
tenance and operation. 

Assembly Bill No. 59, contains 
a new Act creating the San Joa- 
quin County Flood Control and 
Water Conservation District. This 
Act creates the district within the 
territory of San Joaquin County 
for controlling, conservation, di- 
version: and_ storage of storm, 
flood, and other waters. It pre- 
scribes the organization, operation, 
management, financing, powers 
and duties of the district. 


COLORADO 


A model law authorizing execu- 
tion of public securities with the 


(2583) 87 


use of facsimile signatures was 
adopted this year in Colorado, 
applicable to all public securities 
in a principal amount of $3,000,- 
000 or more, provided at least one 
of the signatures required or per- 
mitted to be placed thereon shall 
be manually subscribed. 


MISSISSIPPI 


House Bill 865 amended Chap- 
ter 241 of the Laws of 1950 to 
provide that counties along the 


Mississippi Gulf Coast may issue 
bonds for the construction of boat 
landing ramps or wharfs. 


NEW YORK 
The New York legislature ap- 
proved for referendum a proposal 
to authorize $500,000,000 New 
York State General Obligation 
Highway Bonds and the bond 


Continued on page 88 
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Report of IBA Municipal 
Securities Committee 


ascsue was approved at the election 
-yn November 6. 


PENNSYLVANIA 
299 


Pennsylvania Act No. 333 
smends the act of March 10, 1949, 
selating to the public school sys- 
42m to provide that: 
“In all cases where the board of 
Cirectors of any school district 
fails to pay or provide for the 
payment of any rental or rent- 
e@ls due any municipality, au- 
thority or non-profit corpora- 
tion for any period in accord- 
ence with the terms of any lease 
entered into under the provi- 
sions of this section the State 
Superintendent of Public In- 
struction shall notify such board 
#f school directors of its obliga- 
tion and shall withold out of 
@ny state appropriation due 
euch school district an amount 
#qual to the amount of rental 
#r rentals owing by such school 
«9 the municipality, authority 
or non-profit corporation and 
shall pay over the amount so 
withheld to the municipality, 
guthority or non-profit corpo- 
ration in payment of rental.” 
This Act means that upon noti- 
Fication of a non-payment of rent- 
-il the State Department of Public 
jnstruction must withold from the 
<ljistrict out of any further subsidy 
gayment of any type due the dis- 
arict an amount equal to the ren- 
ais the district owes; and that the 
HVepartment must pay this money 
io the authority to satisfy the re- 
ajuirements of the Lease. In effect, 
ihe intent of this Act is to give 
wdded protection to bondholders. 


SOUTH CAROLINA 
Act No. 758 of the 1956 session 
amended article 6 of Chapter 15 


of Title 21 of the Code of Laws of 
South Carolina, relating to state 
school board issues, to increase 
the limitation on bonded indebt- 
edness to $175,000,000 for advanc- 
es to schoo! districts or operating 
units of counties and to increase 
the limitation on bonded indebt- 
edness to $9,000,000 for acquisi- 
tion of bus equipment. The Act 
also provided for the _ private 
placement of bonds issued for 
acquisition of bus equipment and 
for the issuance of bonds in de- 
nominations of $1,000 or multiples 
thereof and as fully registered 
bonds or as coupon bonds 


VIRGINIA 


Chapter 29 of the laws of 1956 
amends and =*re-enacts Section 
22-175 of the Code of Virginia re- 
lating to the sale of school bonds 
to provide that the bonds shall be 
sold at public sale upon sealed 
proposals to the highest bidder at 
not less than par and accrued 
interest to date of delivery. There 
are also other provisions relating 
to notice of rates of interest. 

House Joint Resolution No. 69 
directs the Virginia Advisory 
Legislative Council to make a 
study and report, by not later than 
October 1, 1957, en the need for 
standarized procedures for the 
issuance of bonds by political sub- 
divisions and agencies of Virginia. 


APPENDIX F 
Court Decisions 
This appendix contains sum- 
maries of some recent court deci- 
sions which are believed to be of 
interest to persons engaged in the 
municipal securities business. 


CALIFORNIA 


18 of Article XI of the 
Constitution provides 


Section 
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that no city, county or school dis- 
trict shall incur any liability or 
indebtedness in any year exceed- 
ing the income and revenues of 
that year without the assent of 
two-thirds of the electors voting 
at an election held for that pur- 
pose. The courts in many states 
have created an exception to such 
a provision which is commonly 
referred to as the “special fund 
doctrine,” that is to say, that rev- 


enue bonds or other obligations 
are not a liability or indebtedness 
within the meaning of such a 


Constitutional provision (and 
hence need not be authorized by 
a two-thirds vote) if they are 
payable solely out of revenues or 
other special funds and not out of 
general funds or moneys raised by 
tax levy. A minority follow the 
so-called “limited special fund 
doctrine” under which the excep- 
tion to the Constitutional require- 
ment applies only where the 
obligation is payable solely from 
revenues from the _ particular 
work or improvement constructed 
with the proceeds of the bonds. 
The California Supreme Court 
in a case in 1932 rejected the broad 
doctrine and followed the limited 
doctrine. In City of Oanard v. 
Dale, 4 C. 2d 729 (Dec. 1955), the 
Supreme Court of California ex- 
pressly overruled the decision in 
the 1932 case (except in certain 
particulars not material here) and 
followed the broad special fund 
doctrine, holding that revenue 
bonds (approved by only a major- 


ity vote as required under the 
Revenue Bond Law of 1941) to 
extend and improve the city’s 


sewer system but payable out of 
revenues from the entire system 
were valid. This decision has been 
described as “probably the most 
important and significant Califor- 
nia decision affecting municipal 
bonds rendered within the past 
20 years”. 
FLORIDA 


In City of Dunedin v. Bense, the 
Supreme Court of ‘Florida on 
October 7, 1956, held unconstitu- 


tional certain provisions of the 
Florida bond validation statute 
which conferred upon the 


Supreme Court of Florida original 
jurisdiction on (i) applications 
for leave to institute actions ques- 
tioning the validity of final de- 
crees validating bond issues and 
(ii) petitions for injunction to 
prohibit the filing of actions 
attacking the validity of a valida- 
tion decree. The Court held that 
the jurisdiction of the Supreme 
Court of Florida is specifically 
limited by the state constitution 
to appelate jurisdiction and to 
original jurisdiction on specified 
writs. 
IDAHO 

Article VIII, Section 3, of the 
Idaho Constitution, provides that 
no board of education or school 
district shall incur any indebted- 
ness exceeding the income and 
revenue provided for it for the 
year without the assent of two- 
thirds of the qualified electors 
thereof. In Keck v. Joint Class A 
School District No. 370, Owyhee 
and Canyon Counties, 295 P. 2d 249 
(Idaho, March 20, 1956), the 
court held, in effect, that where 
School District A was consol- 
idated, by a statutory reorganiza- 
tion procedure, with School Dis- 
trict B, the bonded indebtedness 
of District A could not constitu- 
tionally be assumed by the new 
reorganized district and spread 
over all of the property therein 
without the assent of two-thirds 
of the qualified electors of school 
District B. 


NORTH CAROLINA 


In Constantian v. Anson County, 
93 S. E. 2d 163 (1956), a taxpayer 
sued to enjoin the county from 
issuing and selling $750,000 bonds 
which had been voted at an elec- 
tion in June, 1952, on the ground 
that when the bonds were author- 
ized it was contemplated that the 
proceeds would be used to finance 


construction of segregated schools 


and that both the bond order and 
the election were invalidated by 
the action of the Supreme Court 
of the United States because the 
school authorities could not oper- 
ate the schools in compliance with 
a provision in the North Carolina 
Constitution requiring segregated 
schools. The Supreme Court of 
North Carolina (after expressing 
the conviction that the interpre- 
tation placed on the 14th amend- 
ment by the Supreme Court of 
the United States in the Brown 
Case could not be reconciled with 
the intent of the framers and rat- 
ifiers of the 14th amendment, the 
actions of Congress and state leg- 
islatures, or the long and consis- 
tent judicial interpretations) held 
that the requirement in the state 
constitution for mandatory segre- 
gation was invalidated by the 
Supreme Court of the United 
States in the Brown Case, but that 
the other provisions of the Con- 
stitution remain in full force and 
effect and that the proposed issue 
of bonds was authorized under 
law and such bonds when issued 
would in al] respects be valid ob- 
ligations of the county. 


OKLAHOMA 

In Morriss v. City of Oklahoma 
City, a resident and taxpayer of 
the City of Oklahoma _ City 
brought action for himself and 
other taxpayers similarly situated, 
against the City of Oklahoma 
City, and others, praying for an 
injunction to prevent the City of 
Oklahoma City from leasing its 
airports to the Oklahoma City 
Airport Trust (a public charitable 
trust, created for the purpose of 
enabling the City to take advan- 
tage of the offer of the United 
States Government to lease from 
Trustees the buildings and facili- 
ties to be constructed by trustees 
of the Trust and to expand and 
enlarge its airport facilities, by 
the issuance of bonds by the Trus- 
tees and to be retired from the 
rentals agreed to be paid by the 
United States Government and 
the revenues of the trust estate) 


... Thursday, December 13, 1956 


and declaring the Trust and all 
proceedings had and _ proposed 
under the plan of the Trustees be 
prohibited as unlawful and void. 

The rental to be paid to the 
Trustees by the Civil Aeronautics 
Authority and interest income 
would not only pay the proposed 
bonded indebtedness, the cost of 
operations and all expenses of the 
Trust, but would leave a net bal- 
ance accumulated unexpended at 
the close of the Trust period of 
$258,245, which would go to the 
beneficiary, the City of Oklahoma 
City. This balance of accumulated 
income would result entirely from 
rentals and interest income se- 
cured from the Civil Aeronautics 
Authority and 


investments in 
Government bonds. 
The instruments involved, in- 


cluding the lease of its airports 
by the city, all expressly provide 
that the bonded indebtedness of 
the Trust would never become an 
obligation of the state, nor of the 
beneficiary, Oklahoma City. Under 
Oklahoma Trust law, the Trus- 
tees of Trusts for the furtherance 
of public functions are a _ state 
agency. 

The Supreme Court of Okla- 
homa on June 26, 1956 (in an 
opinion in which five justices con- 
curred while four justices dissent- 
ed) denied the injunction and 
held that the trust indenture, the 
ordinance of the City of Okla- 
homa City accepting the trust in- 
denture, the lease agreement and 
bond indenture and all instru- 
ments incident to the Oklahoma 
City Airport Trust, including the 
bonds issued thereunder, were 
valid and binding instruments. In 
reaching this decision the Court 
held that the bonds issued by the 
Trust did not constitute indebted- 
ness of the state in violation of a 
constitutional provision prohibit- 
ing the contracting of debts against 
the state. The Court also held that 
there was no violation of a con- 
stitutional provision prohibiting 
indebtedness of a city to an 
amount exceeding in any year the 
income and revenue provided for 
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such year without the consent of 
three-fifths of the voters. 


WISCONSIN 
ul In State v. Peoples State Bank, 
‘6 N. W. (2nd) 370 (1956) the 


Supreme Court of Wisconsin up- 
held an amendment to article XI 
of Section 3 of the Wisconsin Con- 
Stitution, approved in April, 1955, 
which changed from assessed 
value to equalized value the basis 
for computation of the restriction 
on indebtedness of school dis- 
tricts (5% of equalized value) and 
the indebtedness of certain cities 
(8% of equalized value). Prior to 
the amendment the indebtedness 
was required to be computed on 
the basis of assessed rather than 
equalized value. The equalized 
value for state purposes is gener- 
ally higher than the local assessed 
value in Wisconsin. The decision 
also upheld statutory provisions 
adopted in 1955 which imple- 
mented the constitutional amend- 
ment and provided a. method for 
computing equalized value. 


TEXAS 


In C. H. King et al v. Carlton 
Independent School District the 
Supreme Court of Texas early in 
November upheld the _ constitu- 
tionality of a 1955 State legisla- 
tive act which liberalized local 
school debt limits by permitting 
school districts, by election, to 
approve bond issues up to 10 
percent of assessed property val- 
ues. In view of the Supreme 
Court’s decision, only two elec- 
tions for issuance of unlimited 
tax school bonds will hereafter 
be required, instead of the three 
which the Attorney General has 
required previous to this date. As 
has been the practice heretofore. 
both of the elections can be held 


—— 


at the same time and at the same 
place, since the Court did not rule 
out such a procedure. The act 
provides that tax rates sufficient 
to retire the bonds be set at the 
same election, so long as the total 
tax rates do not exceed about $2 
on each $100 valuation. All bonds 
which have been voted in accord- 
ance with the Attorney General’s 
requirements heretofore are in 
effect validated by the decision. 


Three With Schwabacher 


(Special to THE FINANCIAL CHRONICLE) 
SAN JOSE, Calif. — Carl 
Dierkes, Gerald A. Nelson 
Frank M. Wilson are now 
Schwabacher & Co., 
America Building. 


ia 
and 
with 
Bank of 


Three With Allen Inv. 


(Special to THe FINANCIAL CHRONICLE) 
DENVER, Colo.— Donald M. 
Brinck, Robert F. Collins and 
Stanley Lacy are now affiliated 
with Allen Investment Company, 
Mile High Center. 


Join Colo. Inv. Co. 


(Special to THe Financial CHRONICLE) 

DENVER, Colo.— Letcher R. 
Martin, Jr., Wilford L. Ferrell, 
William L. Halpin and Burl O. 
Naylor have become _ connected 
with Colorado Investment Co., 
Inc., 509 17th Street. 


Chicago Analysts to Hear 

CHICAGO, I11.—The Investment 
Analysts Society of Chicago wiil 
have John G. Searle, President of 
G. D. Searle Company as speaker 
at their luncheon meeting to be 
held Dec. 13 in the Adams Room 
at the Midland Hotel. 
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Our Reporter on Governments 


By JOHN T. CHIPPENDALE, JR. 


The surprise move by the Treas- 
ury in borrowing a billion dollars 
of new money through 95-day 
tax-anticipation bills was made 
necessary, according to reports, by 
the confused and uncertain world 
conditions. This new issue will 
also be payable through the tax 
and loan accounts of the commer- 
cial banks, which means a favor- 
able borrowing rate to the Gov- 
ernment. 


Investors Still Apathetic 


There is no apparent change in 
the demand for Government se- 
curities in spite of the better tone 
Which has been in evidence in the 
market for non-Treasury bonds. 
The yields available in new issues 
of corporate and tax-exempt vbli- 
gations are so much better than 
those which can be obtained on 
Government securities that inves- 
tors with funds are not interested 
in making commitments in Treas- 
ury issues. Convertible corporate 
bonds, because of the improved 
equity market, have gone very 
well. 

To be sure, there is a certain 
amount of buying going on in 
Government bonds, but these com- 
mitments, according to reports, are 
largely confined to public funds 
at this time. For tax purposes, 
considerable switching is still be- 
ing done, with some of the in- 
termediate-term issues evidently 
being looked upon with favor in 
not a few of these exchanges. 

A sizable sum of money is still 
being put to work in the most 
liquid Government obligations, 
with the buying of Treasury bills 
still very substantial as far as 
corporations and some _ private 
pension funds are concerned. 


Influence of 3% Rate on 
Savings Deposits 

The announcement by the Fed- 
eral Reserve Board, the Federal 
Deposit Insurance Corporation, as 
well as the New York State Bank- 
ing Board, that commercial banks 
could raise the rates paid on sav- 
ings deposits on Jan. 1, 1956, 
brought a number of notifications 
that the deposit institutions, espe- 
cially those in New York State, 
would go to the maximum of 3% 
at the start of the new year. This 
means increased competition for 
the savings banks for deposits, 
even though they have been pay- 
ing 3% for quite some time. The 
rush by the commercial banks, 
particularly the large ones in New 
York City, to push the savings 
deposit rate up the limit to 3% 
seems to indicate that these insti- 
tutions expect money rates to 
remain tight for a considerable 
period of time. 

Competition for Savers’ Dollar 

The upward trend in interest 
rates by the FHA and the rates 
increases recently allowed by Fed- 
eral and State regulatory authori- 
ties on time deposits, seems to be 
bringing these rates in line with 
existing credit conditions. This 
means that competition for the 
savers’ money is being intensified. 
However, it will take time to find 
out whether the higher rates 
which are going to be paid on 
savings deposits will provide 
enough incentive to slow down 
individual spending and borrow- 
ing on credit which has been going 
on at a very rapid pace. 


Loan Trend Key to Discount 
Rate’s Status 

The money market continues to 
be as tight as ever, even though 
the monetary authorities have 
tended to keep it from getting 
to the unbearable point. The sea- 
sonal demand for money and 
credit has been very sizable and 
the flotation of new securities is 


still large, although a modest let- 
down in new offerings between 
now and the end of the year is to 
be expected. The trend of loans 
is being watched very closely by 
money market specialists because 
the peak demand for credit is gen- 
erally reached by the middle of 
December. 


The future pattern of borrow- 
ings is going to be very important 
to the money market. If the usual 
seasonal trend in loans should take 
place, namely a decrease in the 
demand starting soon, to be fol- 
lowed by a _ lessening in the need 
for funds, during January and 
February, then the money markets 
should show signs of easing. 


On the other hand, if there 
should be no change in the cur- 
rent course of loans in the next 
two months or so, and the demand 
should continue to be as sizable 
as it is now or should increase, 
there will most likely be a fur- 
ther tightening in the money mar- 
ket, with the prospects quite good 
that the discount rate will again 
be pushed up, probably to 344%. 
If the Central Bank rate should 
be increased again, the prime 
bank rate as well as the other 
loaning rates would no doubt be 
increased in very short order. 


Firmer Trend in Non-Government 
Bond Markets 

Even though money market con- 

ditions are as restricted as ever, 

the market for certain fixed in- 

come bearing obligations has been 
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showing an improved trend. Some 
of this may be attributed to a 
let-up in the tax selling, while on 
the other hand, buyers have been 
attracted to the new offerings of 
corporate and tax-free obligations 
because of the favorable yielos 
which have been available im 
these securities. The successfil 
flotation of two major offerings 
of high grade public utility bonds 
tended to have a beneficial effeet 
upon nearly all bonds, including 
the older outstanding marketable- 
issues. The exception was Govw- 
ernment bonds which were wu.- 
changed or slightly lower because- 
the competition from non-Gov- 
ernment issues is not bullish om 
Treasury obligations. 

The fact that the return o> 
corporates and tax-exempt bonds 
is much better than on Gover”- 
ments is one of the main reasons 
for the lack of interest in the 
latter securities. 


First Calif. Adds 


(Special to THE FINANCIAL CHRONICLE) 


LOS ANGELES, Calif. — James 
A. Terrell has been added to the 
staff of First California Co., Ine., 
647 South Spring Street. He was 
formerly with Paine, Webber, 
Jackson & Curtis. 


With Great West Secs. 


(Special to THE FrinancraL CHRONICLE) 
BEVERLY HILLS, Cal.—Georze- 
D. Gottlieb is with Great Western 
Securities, 9685 Santa Monica 
Boulevard. 


Leo Nied Opens 


IRVINGTON, N. Y. Leo J. 
Nied is conducting a securities 
business from offices at 435 East 
Sunnyside Lane. 
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(Special to THe Financial CHRONICLE) 


Four With Franklin Charles TV. McSherry. Jr. and 


Harry S. Soldinger have been 
added to the staff of Samuel B. 


LOS ANGELES, Calif. — Mar- Franklin & Company, 215 West 
shall T. Eibe, Delman E. Foiey, Seventh Street. 
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Piper, Jaffray Firm 
To Admit Gilman 


MINNEAPOLIS, Minn. -— Piper, 
Jaffray & Hopwood, 115 South 
Seventh Street, members of the 
New York and Midwest Stock Ex- 
changes, on Jan. 2 will admit H. 
Neil Gilman, Jr. to partnership. 
Mr. Gilman has been with the 
firm for some time, representing 
them in Billings, Montana. 


Schirmer, Atherton to 
Admit GC. N. Miller, Jr. 


Schirmer, Atherton & Co.,, 
members of the New York Stock 
Exchange on Jan. 1 will admit 
Car] N. Miller, Jr., member of the 
Exchange, to partnership. Mr. 
Miller who has been a partner 
in Cosgrove Miller & Whitehead, 
will make his headquarters in 
New York. 

John Porteous II will withdraw 
from the firm on the same date. 
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As We See It 


ever, does not alter the basic 
nature of the existing situa- 
tion. 

There are. in any event, 
certain key questions that we 
must ask ourselves about all 
this and some of them 
plainly should be occupying 
the minds of Britons and 
Frenchmen too. One of the 
first and most obvious is this: 
If. these countries can not 
keep out of avoidable trouble 
and are not able to take care 
of themselves when _ they 
blunder, how valuable as 
allies are they likely to be as 
the years pass? Another is 
this: If neither of them is able 
to stand on its own economic 
feet. but must be nursed and 
coddled by the. people of this 
country, had we better not 
be looking for some other 
road to safety? We .should 
suppose that such questions as 
these would be _treubling 
Britishers and Frenchmen of 
foresight and wisdom. They 
certainly should be. 


Other Matters 


Other matters which should 
be. occupying our attention, 


our prayerful attention, ean 
be quickly enumerated. One 
of the most important of 
these has to do with the ques- 
tion of how much aid we can, 
no matter what we _ should 
like to do in-the premises, 
grant in the circumstances 
now existing without serious 
inflation or other disturbance 
here at home. Another has 
to do with what can be done, 
if anything, to enlarge our 
capacity to give substantial 
aid without damage to our 
own economy. We are for all 
practical purposes operating 
at full capacity with all our 
resources and manpower 
fully eccupied — that is, as- 
suming ‘hours’ and diligence 
now being devoted to produc- 
tion is, all that we are willing 
to give. . 
Unless. we can find ways 
and means ef. becoming -more 
productive; and unless at the 
same time we are willing to 
give up a larger portion of 
current income in taxes, there 
is not a great deal that we can 
do in the way of economic 
aid without trouble here at 
home. The American people, 
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then, must sit down and 
search their own minds care- 
fully to determine whether 
they are willing to work 
harder or longer, produce 
more and give up the result- 
ing increase in income to pay 
for the things that they give 
away to their friends abroad. 
If the answer to either of 
these questions is in the nega- 
tive, then we had better not 
go on with plans for greatly 
enlarged international giving. 
The authorities at Washing- 
ton would do well, so we be- 
lieve, to face these questions 
squarely. 

Let us not deceive our- 
selves that the problem can 
be painlessly solved by resort 
to the Monetary Fund or to 
any other device to avoid 
higher taxes or greater bor- 
rowing on the part of the 
Federal Government. We may 
take it for granted that any 
money on which the British 
and French lay their hands 
now will be largely placed in 
our markets for things in 
short supply abroad. This 
would mean that either we 
increase our production and 
consume proportionally less 
of the output ourselves — or 
find ourselves in a situation 
where many more dollars are 
chasing no greater supply of 
goods and services. 


Another Moral 


This whole situation, par- 
ticularly the inability of the 
British to meet interest pay- 
ments due on former borrow- 
ings, points another moral. It 
is that in all too many cases 
in recent years, we had al- 
most said in recent decades, 
gifts have been camouflaged 
as “‘loans.’’ Those old World 
War I debts, which have 
never been paid or, for long 
years, even serviced, should 
have put us all on notice. But 
they did not do so altogether. 
it would seem. A number of 
“loans” were made after the 
end of World War II, among 
them the loan to Britain, in- 
terest on which is now being 
passed. And there is now talk 
of “lending” further large 
sums to Britain and France, 
as well as to various other 
countries. It would be better 
in the long run if gifts or 
largesse or grants in aid or 
other forms of generosity 
were labeled for what they 
really are sather than to pre- 
tend to ourselves that we are 
“investing” funds with rea- 
son to expect their return 
with interest in due course. 

True foreign investment is 
a different kind of animal. 
Private enterprise is  con- 
stantly investing money 
abroad. Of recent years most 
of it has been in the form of 
purchase of private property 
abroad or of establishing 
branches or businesses in 
foreign countries. Doubtless 
this process will continue 
One is often obliged to won- 
der whether all the foreign 
investment that will 


Stand 


the test of time will not occur 
cf itself without government 
sponsorship or artificial in- 
centives, certainly without 
pleas for such action in the 
name of foreign assistance. If 
we feel we must for any rea- 
son now advance large fur- 
ther funds to Britain or 
France, let. us tell ourselves 


the facts of the matter—they 
are likely in the event to turn 
out to be gifts, no matter 
what we call them. 

These are all matters or 
questions which must be 


(2591) 95 
weighed against any belief 
that Britain and France must 


be rescued as a matter of 
broad foreign policy. 


Bennett-Gladstone- 
Manning Co. Formed 


(Special to THE FINaNcIAL CHRONICLE) 


BEVERLY HILLS, Calif.—Ben<« 
nett-Gladstone-Manning Company 
has een formed with offices at 
8417 Beverly Boulevard to engage 
in an investment business. Offi- 
cers are Hyman Bennett, Presi- 
dent; Henry Manning, Vice-Presi- 


dent; and Delmar Gladstone, Sec- 
retary-Treasurer. All were for- 
merly with S. Logan & Co. ™ 
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Morris, Pennington 
Retire as Partners of 
Brown Bros. Harriman 


Ray Morris, partner since 1921, 
d Harold D. Pennington, part- 
ner since 1945, will retire on Dec. 
it has been announced by 


Ray Morris H. D. Pennington 


®-own Brothers Harriman & Co., 
458-year-old banking firm with 
yfices in New York, Boston, Chi- 
cago, and Philadelphia. 

Both have been prominent in 
te financial community for many 
‘years. Mr. Morris, who was born 
33 New Haven, Conn., in 1878, 
joined the editorial staff of the 
‘Qailway Gazette,” now “Railway 
Age,” in 1901, and was managing 
-d@itor of that publication from 
4903 through 1910. He went with 
tise firm of White, Weld & Co. in 
4%11 as a partner and joined the 
firm of Brown Brothers & Co., 
zxoew Brown Brothers Harriman & 
Coe., as a partner in 1921. 

Mr. Morris was formerly a di- 
xector of American Woolen Co., 
Bank of New York & Trust Com- 


pany, Best Foods, Inc., Sidney 
Blumenthal & Co., Engineers Pub- 
lic Service Co., Grace National 
Bank, Grand Union Co., Munson 
Steamship Lines, Punta Alegre 
Sugar Corp., SKF Industries, and 
a trustee of Vassar College, So- 
ciety of St. Johnland, and Sarah 
Lawrence College. He was Presi- 
dent of the Investment Bankers 
Association in 1926. Mr. Morris 
has been an occasional contributor 
on various subjects to the “At- 
lantic Monthly,” “Yale Review,” 
“World’s Work,” and other publi- 
cations. At the present time, he 
is a director of Symington-Gould 
Corp. and Wayne Pump Co., a 
trustee and member of the Fi- 
nance Committee of the American 
Scandinavian Foundation, a direc- 
tor of the Norwegian American 
Chamber of Commerce, Inc., and 
a founder member of the senior 
council of the Swedish Chamber 
of Commerce of the United States 
of America. Mr. Morris made reg- 
ular business trips to Scandinavia 
over a long period of years and 
received several decorations by 
reason of his work in developing 
banking relationships between 
America and Scandinavian coun- 
tries. These include the Danish 
Order of Dannebrog, the Order of 
St. Olav of Norway, and the Fin- 
nish Order of the White Rose 
(Second Class). 

Mr. Pennington, born in Hollis, 
New York, in 1890, attended 
Jamaica High School and New 
York University, entering the 
banking business with the Na- 
tional City Bank in 1911. He was 
later for a time Office Manager of 
Art Metal Construction Company, 
Jamestown, New York, before go- 
ing with the West India Oil Co., 
a subsidiary of Standard Oil of 
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New Jersey, as Assistant General 
Manager in Valparaiso, Chile, and 
Montevideo, Uruguay. He later 
became Assistant Secretary and 
then a Vice-President in the For- 
eign Department of the old Amer- 
ican Exchange National Bank, and 
following that, was a Vice-Presi- 
dent in the Foreign Department 
of the Irving Trust Company. 

In 1928, Mr. Pennington joined 
the banking firm of Harriman 
Brothers & Co. and was made a 
partner in that firm in 1930. When 
Harriman Brothers & Co. and W. 
A. Harriman & Co., Inc., were 
merged with Brown Brothers & 
Co. in 1931, he became Manager of 
Brown Brothers Harriman & Co. 
He was made a partner in 1945. 
In 1952, the Dutch Government 
decorated Mr. Pennington with 
the Order of Orange-Nassau in 
recognition of his work in the 
financial rehabilitation of the 
Netherlands following World War 
II. He is a former director of the 
Netherlands Chamber of Com- 
merce, John G. Paton & Co., Inc., 
Valspar Corp., Valentine Co., 
Wessel, Duval & Co., and West 
Coast Line, Inc. He is a member 
of the Wheatley Hills Golf Club. 


Asiel & Co. to | 
Admit Three Partners 


Asiel & Co., 11 Wall Street, New 
York City, on Jan. 1 will admit 
E. Nelson Asiel and Louis Sidor- 
sky, member of the New York 
Stock Exchange, to general part- 
nership, and Robert R. Asiel to 
limited partnership. 


A. J. McArdle to Be 
Partner in Garter Go. 


Alfred J. McArdle on Jan. 1 will 
be admitted to partnership in 
Carter & Co., 14 Wall Street, New 
York City, members of the New 
York Stock Exchange. Mr. Mc- 
Ardle in the past was with Vilas 
& Hickey. j 

Herbert Greef will 
from the firm Dec. 31. 


Robt. Garrett to 
Admit Partners 


BALTIMORE, Md.—William L. 
Reed and Truman T. Semans on 
Jan. 1 will become partners in 
Robert Garrett & Sons, South and 
Redwood Streets, members of the 
New York and Philadelphia-Balti- 
more Stock Exchanges. 


Briggs, Schaedle Co. 
Promotes Four 


Briggs, Schaedle & Co., Inc., 44 
Wall Street, New York City, 
dealers in United States Govern- 
ment Securities and Bankers Ac- 
ceptances, announce the following 
promotions: Robert H. Britton, 
Vice-President; John M. Jones, 
Treasurer; Miss Eleanor M. Metz- 
ger, Secretary, and Russell J 
McDermott, Assistant Treasurer. 


Joins Sheffield Staff 


(Special to THt FINANCIAL CHRONICLE} 
NEW LONDON, Conn. — Fred- 
erick A. Stein is now associated 
with Sheffieid & Co., 325 State St. 


withdraw 


Boris Martynow Opens 
(Special to THE FINANCIAL CHRONICLE 
SAN FRANCISCO, Calif.—Boris 
P. Martynow is conducting a secu- 
rities business from offices at 1010 
Franklin Street. He was formerly 
with Hannaford & Talbot. 


M. J. Cambia Assoc. 


(Special to THe FINANCIAL CHRONICLE) 
LOS ANGELES, Calif.—Mike J. 
Cambianica is conducting a secu- 
rities business from offices at 3337 
West Olympic’ Boulevard under 
the name of Mike J. Cambia & 
Associates. 
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RESULTS OF GOLF TOURNAMENTS 
AT THE IBA CONVENTION 


1956 Convention — Hollywood, Fla. — November 25-30 


Alden H. Little Trophy—18 Holes Low Net: 
lst—Russell M. Ergood, Stroud & Company, Incorporated, 
Philadelphia—73-3-70 
2nd—Andrew J. Lord Jr., Lord, Abbett & Co., New York— 
76-6-70 
Senior Championship—18 Holes Low Gross: 
Ist—A. R. Hughes, Lord, Abbett & Co., New York—73 
2nd—Stanley McKie, Weil, Roth & Irving Co., Cincinnati, won 
second from Walter Schmidt, Schmidt, Poole, Roberts & 
Parke, Philadelphia 
18-Hole Handicap Low Net: 
Ist—A. H. Aldinger, Fordon, Aldinger & Co., Detroit—77-6-71 
2nd—J. N. Mitchell, Caldwell, Marshall, Trimble & Mitchell, 
New York—82-10-72 (oj a draw with Andrew Peck, 
Clark, Dodge & Co., New ‘¥York) 
Robert E. Christie Memorial Trophy—18 Heles' Low Net: 
lst—Gerald P. Peters, Peters, Writer & Christensen, Denver— 
91-17-74 
2nd—William R. Barrow, Barrow, Leary & Co., Shreveport— 
98-23-75 
18-Hole Handicap Low Net: 
Ist—T. C. Cafone, W. E. Hutton & Co., New York—76-6-70 
2nd—J. E. Osborne II, Dominick & Dominick, New York— 
77-6-71 
18-Hole Kicker Handicap: 
Warren Chiles, Chiles-Schutz Co., Omaha 
Mixed Foursome Tournament—18 Holes: 
lst—Low Gross: 
Mrs. Paul Frederick, Baxter & Company, New York and 
Gilbert Hattier, White, Hattier & Sanford, New Orleans—78 
lIst—Low Net: 
Mr. & Mrs. Carl Doerge, William J. Mericka & Co.. 
Cleveland 
2nd—Low Gross: 
Mr. & Mrs. David McElroy, Morgan Stanley & Co., 
New York 
2nd—Low Net: 
Mr. & Mrs. Macrae Sykes, Shields & Company, New York 
Kickers Handicap: 
Mrs. E. Vans Morgan, Hanover Bank, New York 
18-Hole Tournament: 
lst—Low Gross: 
Mrs. Edward Hope, E. S. Hope & Co., San Diego 
2nd—Low Gross: 
Mrs. Paul Frederick, Baxter & Company, New York 
lst—Low Net: 
Mrs. W. J. Price, Alex. Brown & Sons, Baltimore 
2nd—Low Net: 
Mrs. Dama Baxter, Hayden, Miller & Co., Cleveland 
18-Hole Tournament—Low Net: 

Mrs. Miles Watkins, Stubbs, Smith & Lombardo, 
Birmingham 
TENNIS TOURNAMENT 

Men’s Doubles: 
Wallace Latour, Merrill Lynch, Pierce, Fenner & Beane, 
New York, and Henry Lee Valentine II. Davenport & Co., 
tichmond, Va., won 7-5. 6-3 from Richard A. Buck, Put- 
nem Fund Distributors, New York, and A. P. Everts, 
Paine, Webber, Jackson & Curtis, Boston 

Mixed Doubles: 
Mr. & Mrs. Richard Buck, Putnam Fund Distributors, 
New York, won 6-1, 6-2 from Mr. & Mrs. Eugene Black, 
Jr.. Lazard Freres & Co., New York 


———____ _ = 





Joins Bache Staff 


(Special to Tar FrnaNcraL CHRONICLE) 
BEVERLY HILLS, Calif.—Don- 
become con- 
nected with Bache & Co., 445 
North Roxbury Drive. 


Jack Mingo Opens 
to HE FINANCIAL 


SACRAMENTO, Calif. 
Mingo is engaging in a securities ald G. Felton has 


CHRONICLE) 


Jack 


(Special 


business trom offices at 1313 


Twenty-first Street. 





ne 


UNDERWRITERS * DISTRIBUTORS * DEALERS 


Specializing in Louisiana 
and Mississippi 


Municipal Bonds 


WHITE, HATTIER & SANFORD 


New Orleans 

























Volume 184 Number 5594... The Commercial and Financial Chronicle 











Railroad Securities 


By GERALD D. McKEEVER 





























Northern Pacific Railway 


An extra year-end dividend of 
10 cents per share has just been 
declared by the Northern Pacific, 
and this is in addition to having 
increased the regular rate from 
$1.50 to $1.80 coincident with the 
final payment in 1955. What this 
amounts to is that the greater 
part of this year’s estimated $2.2 
million increase in net earnings is 
being passed on to the _ stock- 
holders. It is estimated that this 
year’s net will amount to about 
$4.25 per share as against $3.85 
in 1955. 


The $4.25 per share estimate 
for this year appears quite sound, 
not only that it is the mean of 
the $4-$4.50 range that was given 
out as the official estimate of the 
road about two months ago, but 
also because it is finding some 
confirmaticn in the subsequent 
trend of earnings. Net earnings 
for the month of October were up 
about a third over those of the 
1955 month. If we may be so bold 
as to apply the same rate of in- 
crease to the net income for the 
final two months of this year, it 
would place this figure at $4.4 
million and, added to the $17.4 
million turned in for the first 10 
months, this would seem to place 
1956 net at about $21.8 million. 

This is probably on the high 
side, however, since wage _ in- 
creases, retroactive only to Nov. 
1, did not stand in the way of 
the smart October gain. Assum- 
ing that the entire across-the- 
board wage increase for both 
classes of employees will be retro- 
active to Nov 1—that is, that the 
operating brotherhoods will get 
the same treatment as the “non- 
ops” whose setilement has been 
made retroactive to Nov. 1—the 
additional wage bill looks like 
about $500,000 after taxes for the 
final two months of this year. This 
would reduce the above projected 
net income figure from $21.8 mil- 
lion to $21.3 million for the year, 


but the latter would still be 
equivalent to about $4.28 per 
share on the _ road’s 4,962,494 


shares of capital stock, which is 
all of one class. 


Oil income, which has been 
taken into the road’s income ac- 
count since 1952 (but credited 
directly to the Land Department 
surplus prior thereto) will prob- 
ably account for all of the $2.2 
million estimated increase in the 
road’s net. The Burlington divi- 
dend and other sources of non- 
operating income are not expected 
to show much change, while rail- 
way net operating income, actually 


about $1 million lower for the first 
10 months of this year than for 
the corresponding 1955 period, is 
placed at about $500,000 less for 
the full year than the 1955 fig- 
ure, even allowing for the pick-up 
in rail operating results. Receipts 
from oil and gas are officially es- 
timated at $3 million gross for 
the current year as against less 
than $1.7 million for 1955, of 
which about $1.2 million was net. 

There is no reliable estimate of 
the extent of the oil reserve in 
the Williston Basin where the oil 
lands of the Northern Pacific are 
located, or of what the road it- 
self may have in the 3.2 million 
acres which are largely ‘“‘checker- 
boarded” along 110 miles of the 
road’s righi of way in North Da- 
kota and Montana. The road 
either owns this acreage in fee 
or has retained oil and gas rights 
and other mineral rights. The esti- 
mated oil and gas receipts are al- 
most double the $1,687,153 from 
this source in 1955, and the 1957 
estimate is placed at $4.2 million. 
The Northern Pacific no longer 
works its oil and gas properties, 
but instead farms them out to oil 


operators including the major 
companies. Among those operat- 
ing in the Williston Basin are 


Shell, Texas Company and Stand- 
ard of Indiana. 


Oil income is thus potentially a 
strong factor for the bolstering 
of the income of the Northern 
Pacific, and in time should do 
more than merely balance out 
lagging rail income as will be the 
case this year to a large extent. 
While the 6,900 mile Northern 
Pacific is distinctly in the growth 
class as to revenues, surpassing 
in the past several years both the 
average for its district and the 
Class I total as to uptrend, it is a 
relatively high cost operation be- 
cause of light density. This year, 
nowever, the Northern Pacific has 
had the added difficulty, in com- 
pany with the Northwestern Dis- 
trict and, as a matter of fact, 
with roads in the South and the 
West generally, in having had a 
less than average increase in rev- 
enues. The 4.3% gain in gross for 
the first 10 months of this year 
barely reflected the 6% freight 
rate increase of last March 7. This 
increase applied to only the 90% 
of the road’s revenues that are 
derived from freight, and for only 
80% of the 10-month period in 
question. 

As a result, the wage increases 
and fringe benefits provided in 
the 1955 settlement and higher 
costs otherwise affecting all op- 
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erations, and not only freight that 
got the increase, and effective for 
the full 10 months in question, re- 
sulted in the erosion of net 
operating income that has been 
mentioned. The Northern Pacific 
has the relatively high wage ratio 
of about 52% and wage increases 
are thus particularly burdensome, 
and the present round of wage in- 
creases will likewise present a 
problem unless another increase 
in freight rates is granted along 
the lines of the 7% application 
now pending before the ICC. 


The round of wage increases 
granted and pending which in- 
volves an increase of 12% cents 
per hour including fringe benefits, 
or about 6%, for the first year of 
the 3-year contract, will add about 
$6 million to the road’s wage bill. 
On the other hand, if the ICC 
grants even a 6% freight rate in- 
crease against the 7% application, 
as was done last March, the 
Northern Pacific would gain 
roughly $10 million before taxes 
if there are no important “hold- 
downs” on certain commodities. 
This would indicate a possible net 
gain of something of the order of 
$2 million annually or 39 cents 
per share after allowing for the 
full 52% Federal income tax. The 
Northern Pacific, however, ac- 
crued Federal taxes only at the 
rate of about 23% for the first 10 
months of this year. 


While the operating problems 
of the Northern Pacific stem 
partly from its light density, this 
road has the compensating ad- 
vantage of a light capitalization 
per mile. Also, considerable relief 
should be gained from completion 
of dieselization which is called 
for in the course of the next two 
years according to present plans. 
There is little question that tne 
Northern Pacific has been handi- 
capped by its tardiness in this re- 
gard. At the close of last year the 
road still owned 426 steam locomo- 
tives as against 391 diesel units. 
This goes far in explaining the 
mediocre gain of only 35% in gross 
ton miles per freight train hour 
from 1946 to the end of last 
year. A better showing is in store 
from steps already taken. Orders 
were placed last Apwil for 80 
additional diesels and the 1956 
program also called for additional 
CTC installation—in this case on 
123 miles of road between Helena 
and Livingston, Mont. 

Meanwhile, Northern Pacific 
stock is particularly attractive to 
those who are intrigued by the 
oil potential. The indicated yield 
of something less than 5% at the 
current price, and giving effect to 
the extra dividend, would not be 
outstandingly attractive for a rail 
stock of less than top quality if 
there were not the oil element, 
but the presence of growing oil 
value in the “package” makes all 
the difference. We can not think 
of an oil prospect with the same 
apparent potential which affords 
the income that is now obtained 
on “Nipper.” 


Edson Cooke Joins 
Smith, Moore & Co. 


ST. LOUIS, Mo.—Smith, Moore 
& Co., 509 Olive Street, members 
of the New York Stock Exchange, 
announced that Edson B. Cooke, is 
now associated with their firm as 
a Registered Representative. 


A graduate of Williams College, 


Mr. Cooke started his business 
career in the Advertising Sales 
Department of The “Chicago 


Tribune.” 

After duty with the Army, in 
the South Pacific during World 
War II, he joined the sales staff 
of, “Mademoiselle” a Street & 
Smith publication. Since 1949, 
and prior to joining Smith, Moore 
& Co., Mr. Cooke was South- 
western Advertising Manager 
**Mademoiselle.” 
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With Calif. Investors 


(Special to THE FINANCIAL CHRONICLE) 


LOS ANGELES, Calif.—Edward 
Brightman, Allen Silver and Moe 
Solzman have been added to the 
staff of California Investors, 3932 
Wilshire Boulevard. 


Two With Lloyd Arnold 


(Special to THe FINANCIAL CHRONICLE) 
BEVERLY HILLS, Calif. — Eli 
Baker and Leo L. Wacker have 
with Lloyd 
404 North 


become connected 
Arnold & Company, 


Camden Drive. 
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John Maher, V.-P. 
of Amos Treat Co. 


John R. Maher, has been elected 
Vice-President and _ director 
Amos Treat & Co., Inc., at 79 Wall 
Street, New York City, in charge 
of trading. Until recently Mr. 
Maher headed Stamrowe Trading 
Co., Inc. Prior thereto he was 
advisor to the Employers’ Bene- 
ficial Funds of the Springfield 
(Mass.) newspapers. His Wall 
Street experience extends back 
more than a quarter-century. 
Previous associations’ included 
E. F. Hutton & Co., Glore, Forgan 
& Co., and R. W. Pressprich & 
Co. He is a director of Allied 
International _ Investing Corp., 


of 


Automatic Steel Products, Inc. 
and Buckeye Corp. 

In addition to STANY, he has 
long been a member of New York 
Society of Security Analysts and 
has written a number of pub- 
lished articles on economics and 
investments. 


Smith, Moore Adm:ts 

ST. LOUIS, Mo.—Norman W. 
Halls will become a limited part- 
ner in Smith, Moore & Co., 509 
Olive Street, members of the New 
York and Midwest Stock Ex- 
changes, on Dec. 31. 

Robert B. Smith will withdraw 
from limited partnership in the 
firm Dec. 31. 
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Of Montreal 412% 
And 41/.% Debs. 


An underwriting syndicate 
headed jointly by Shields & Com- 
pany; Halsey, Stuart & Co. Inc.; 
Savard & Hart and Salomon Bros. 
& Hutzler on Dec. 12 offered $22,- 
481,000 of City of Montreal (Can- 


ada) 1956 U. S. currency issue, 
44,% and 44%% local improvemieiic 
debentures, due Jan. 1, 1958 to 
1976, inclusive. The debentures 
are scaled to yield from 4%. to 
5.50%, according to maturity, plus 
accrued interest. 


Net proceeds from the financing 
will be applied by the City of 
Montreal toward the payment of, 
or reimbursement of its General 
Fund for, the cost of various con- 
demnations of property in order 
to open, extend and widen certain 
streets, and toward payment or re- 
imbursement of the cost of certain 
other permanent local improve- 
ments, consisting of sewers, pave- 
ments and sidewalks. 

The debentures will be redeem- 
able as a whole or in part, at the 
option of the City, on any interest 
payment date prior to maturity, 
at redemption prices ranging from 
par to 102%, plus accrued interest. 
Principal of and interest on the 
debentures are payable in the City 
of New York in lawful money of 
the United States. 

The debentures will be direct 
and unconditional obligations of 
the City of Montreal. In the onin- 
ion of counsel, income taxes pres- 
ently imposed by Canada are not 
payable in respect of the deben- 
tures or the interest thereon by 
owners who are not residents of 
Canada. 

Montreal, located in the Prov- 
ince of Quebec, has the largest 
population of any city in Canada 
and occupies a leading position in 
the commercial, industrial and fi- 
nancial life of Canada. According 
to the 1956 Canadian census. the 
estimated population of Montreal 
and its neighboring communities 
as of June 1, 1956 was 1.595,327 
compared to 1,395,400 for 1951. It 
is situated at the head of ocean 
navivation about 1.000 miles from 
the onen sea, and at the foot of 
the inland navigation svstem of 
the Great Lakes and St. Lawrence 
River: and the bulk of rail traffic 
between points east and west of 
Montreal must pass throngh the 
city. Leacing industries in Mon- 
treal include women’s clothing, 
slaughtering and meat packing, 
men’s clothing, tohacco. cigars and 
cigarettes, miscellaneous electrical 
apparatus and supplies, leather 
footwear, nrintine and publishing, 
railway rolling stock, and brew- 
eries. 


Geo. D. B. Bonbricht 
To Admit to Firm 


ROCHESTER, N. Y.—Philip H. 
Gerner, Jr. will be admitted to 
partnership in George D. B. Bon- 
bright & Co., Powers Building, 
members of the New York Stock 
Exchange, on Jan. 1. 


Janney, Dulles and 
Battles to Merge 


PHILADELPHIA, Pa.—Janney, 
Dulles & Co., Inc., menbers of the 
New York Stock Exchange, and 
Battles & Company, Inc. will form 
Jannev, Dulles & Battles, Inc. 
effective Dec. 31. Offices will be 
located at 1401 Walnut Street. 

Winthrop H. Battles will be- 
come senior Vice-President of the 
firm. 


Filor, Bullard Partner 


Filor, Bullard & Smyth, 39 
Broadway, New York City, mem- 
bers of the New York Stock Ex- 
change, on Jan. 1 will admit 
Charles deTrenck to partnership. 





The Commercial and Financial Chronicle 





... Thursdée:>, December 13, 1956 





— 








r 

















| Public Utility Securities 


== _ By OWEN ELY 














Southwestern Public Service Company 


Southwestern 


S€iveo a 


Public 


fuagpe Alta ii: 


Service 
Thus ciacaal 
Texas and small contiguous areas 
in New Mexico, Okianoma and 
Kansas, the whole being inter- 
connected except. for one very 
smail section in- New Mexicoy. 
The territory is hignly diversi- 
iied, the greatest industrial ac- 
tivities being centered around 
Borger, northern. Texas, where 
the important oil retinery of 
Phillips Petroleum (the largest 
customer) is located. There are 
a number of carbon black plants 
in this area, producing about 45% 
of the nation’s supply, and many 
other industries allied with oil 
and gas production. 

Amarillo, the largest city served, 
is a wholesaling and distributing 
center located in the wheat and 
cattle belt. South of Amarillo are 
the “South Plains,” where cotton, 
alfalfa, sorghum and truck crops 
are raised on a large scale with 
the aid of irrigation. This is the 
principal source of the company’s 
irrigation water pumping load; 
the 217,000 acres now unaer irri- 
gation compares with 70,000 acres 
two years ago. The Pecos Valley 
is also agricultural, with a hign 
degree ot irrigation. In this area 
the company serves potash mines 
near Carlsbad producing 95% of 
all U. S. Potash. 

Oil and gas production in the 
Panhandle and Hugoton fieids is 
important in the norihern area, 
with considerable drilling activity 
in the deeper sands. Oil pumping 
is greatest in the Soutn Plains 
where there are many new fielas. 

Growth in the territory has 


been rapid. The 1950 census fig- 
25 communi- 
increased 


ures show that the 


ties served their total 


a 
W. 
Wall ace 
Payne, 


President 





TEXAS 
MUNICIPAL 


population by 75% in the decade 


5° 
1940-50, with the rate of increase 
since Worla War II exceeding 
that experienced in the war. The 
company’s own growth has been 
remarkable, as snown by the fol- 
lowing comparisons of increases 


in the past cecade: 
Electric 
Industry 
Luciease Company 
"D5 over 54 Iner. 
We Sees. 2 112% 318% 
Revenues ________-_ 127 282 
Common stk. earns. 159 228 
Gross plant... -- 134 338 


The company is aggressively 
promoting the sale of e:ectric ap- 
pliances, although it does not sell 
them itself. Dealers’ sales in 1956 
topped the previous year sub- 
stantially with a particularly goud 
showing in water heaters, ranges 
and dryers. 

While there has been a drought 
condition over the past five yeais 
in much of the territory served 
by the company, with raintall 
averaging apnout 60% of nocmal, 
some 15% of the area is irrigated 
and -has_ consistently produced 
abundant crops. At present tnere 
are about 37,U00 irrigalion weils 
operating in the territory with 
some 6,000 purnped witn elec- 
tricity furnished by the company. 
Tne compeny has an adequate 
supply ot water for condensing 
and other purposes at all its gen- 
eraiing plants for a period esti- 
mated to exceed the life of these 
plants. The two largest cities in 
the company’s territory have re- 
cently acquired water rights cov- 
ering underground water supplies 
sufficient for at least 75 years, 
and smaller cities and communi- 
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ties are taking definite steps in 
this direction. , 

The company’s rapid growth 
has resulted in an increase in 
generating capability from 166,- 
VOU kw. in 1947 to 746,000 kw. 
this year and an estimated 814,- 
000 kw. next year. In 1947 the 
margin of capacity over annual 
peak load was very small, but in 
‘1955 it reached nearly 40%. This 
is larger than needed and it is 
probable that the reserve will be 
allowed to decline for a few 
years, with beneficial effects on 
share earnings. 

‘lhe management has been ac- 
‘tive in introducing more efficient 
methods of operation. Mechanized 
accounting and billing systems 
have produced substantial econ- 
omies. The company’s Amarillo 
office building contains a con- 
trol room which, through remote- 
control switching and carrier cir- 
cuits on the transmission lines, 
‘directs the production of elec- 
tricity generated at the ten prin- 
cipal plants on the most efficient 
basis unaer varying load condi- 
tions. 

During the postwar period the 
company has tollowed a consisi- 
ent pat.ern of financing. Begin- 
ning in February, 1947, there 
have been eight common _ stock 
offerings on a rights basis and 
all but the first have been heavily 
oversubscribed. The company 
plans to offer 292,000 additional 
shares Jan. 15, 1957, on a 1-for-14 
basis. The equity ratio has been 
increased from 26% in 1951 to 
_30% this year, and may be fur- 
‘ther increased by the pending 
“issue of common stock. No fur- 
ther equiiy financing is expected 
before 1961 or 1962. Directors 
and the _ principal officers of 
Southwestern are _ substantial 
common stockholders, the aggre- 
gate market value of their hold- 
ings and beneficial interests ex- 
ceeding 2,700,000. 

Share earnings increased rap- 
idly from 58 cents (adjusted for 
stock splits) in 1945 to $1.36 in 
_ 1949, but the trend was then ir- 
regular until 1946 when $1.46 was 
reported. In the following fiscal 
- year there was an increase to 
- $1.54 and in the year ended Aug. 
31, 1956,- $1.64 was reported. 
' Chairman. Herbert Nichols has 
predicted share earnings of $1.80 
in the next fiscal year ending 
* Aug. 31, 1957, after allowing for 
the dilution of the pending stock 
issue. 

The 


company has adopted a 
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liberal. dividend. policy and there 
have ~been 12 increases: in «the 
dividend rate in the past 14 years, 
including the recent increase to 


$1.40. About 53%. of dividends 
paid in the 12 months ended 
Sept. 1, 1956, were considered 


free of current Federal income 
tax and it is estimated that in 
the current fiscal year about 40% 
will be tax-free. A _ substantial 
part of dividends should remain 
tax-free through the 1958 fiscal 
year as a result of accelerated 
amortization. 

At the -recent price around 27 


the stock yields 5.2% and _ sells 
at 16.2- times the latest’ share 
earnings of $1.67, for the = 12 


months ended Sept. 30. 


Cameren, Tulcin to 
Be Dreyfus Partners 


Dreyfus & Co., 50 Broadway, 
New York City, members of the 
New York Stock Exchange, on 
Jan. 1 will admit Duncan H. 
Cameron and Robert F. Tulcin to 
partnership. Mr. Cameron is of- 
fice manager for the firm. 


Fahnestock to Admit 
Smith, O'Neill, Jr. 


On Jan. 1, Fahnestock & Co., 65 
Broadway, New York City, mem- 
bers of the New York Stock Ex- 
change, will admit John J. Smith 
and Grover O'Neill, Jr. to partner- 
ship. 


Sutro & Go. to Admit 
Barnsiron, Haas 


SAN FRANCISCO, Calif. 
Sutro & Co., 460 Montgomery St., 
members cf the New York and 
San Francisco Stock Exchanges, 
on Jan. 1 will admit Alfred 
Barnston and Albert Haas, Jr. to 
partnershin, Both have been asse- 
ciated with the firm for some 
time. 


Samuel Franklin Adds 


(Special to THe FINANCIAL CHRONICLE) 


LOS ANGELES, Calif.—Alfred 
Arnett, Richard P. Eminger, 
Charles D. Green, Doyle B. Haney, 
Carl L. Herndon, LeRoy W. Klein, 


George A. Mitchell, Leon C. 
Quillin and Don M. Wilson are 
now with Samuel B. Franklin & 


Co., 215 West Seventh Street. 
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Northeast Airlines 
- Offering Underwritten 


Carl M. Loeb, Rnoades & Co. 
is Manager of an _ investment 
banking syndicate which on Dec. 


12 offered 784,492 shares’ of 
Northeast Airlines, Inc. at $9.50 
per share. 50% of the shares 


were offered to the general pub- 
lic; about 45% are being offered 
at the same price on a non-trans- 
ferable subscription rights basis 
to present minority stockholders; 
and about 5% are being offered 
on the same basis to Atlas Corp. 
which presently owns 56% of tne 
outstanding common stock. Atlas 
Corp. has further agreed to pur- 
chase any part of the 45% of tae 
issue, offered to but not purchased 
by, the other stockholders. 

The subscription offer to stceck 
holders of record on Dec. 7, 1956 
other than Atlas will be on the 
basis of four shares for each five 
shares held and will expire Lec. 
20, 1956. 


Net proceeds from the financing 
will be used by the company in 
connection with the expansion of 
its operations as a result of the 
extension of its route svstem 
south of New York City to Miami, 
Fia. It is anticipated that about 
$5,500,000 of the estimated pro- 
ceeds of $7,000,000 will be applied 
toward the payment for 10 Doug- 
las DC-6B aircraft and related 
equipment being acquired by the 
company. (Deliveries are to be 
made in 1957 beginning with one 
each in the months of January, 
February and March and the bal- 
ance in the fail.) 

In addition, the company has 
contracted to purchase f ve Bristol 
Britannia turbo-prop aircraft 
with cruising sveeds of 400 miles 
per hour for delivery beginning in 
the fall of 1957. 

Northeast Airlines, Inc., with 
its principal offices at Lozan in- 
ternational Airport in Boston, 
Mass., operates as a certificated 
air carrier of passengers, freight 
and mail. The company has been 
serving 29 cities in New England 
and the city of New York and 
Montreal in Canada. Effective 
Nov. 27, 1956 the company was 
authorized to extend its route 
system southward from New Eng- 
land and from New York City to 
Miami, Fla. As a part of this new 
run, the company recently com- 
menced service to Washington, 


>. Cc. 


New York Stock Exchange 
Weekly Firm Changes 


The New York Stock Exchange 
has announced the following firm 
changes: 

Sprayregen, Borinstein & Co., 
New York City, will be dissolved 
Dec, 31. 

Tullis, Craig & Bright, New 
Orleans, will be dissolved Dec. 31. 

William Kaelin will retire from 


limited partnership in Baker, 
Weeks & Co., Dec. 31. 

Morris Sprayregen and Irving 
H. Mendelson, both members of 
the Exchange, will retire from 
partnership in Eisele & King, 
Libaire, Stout & Co. 

William F. Bohner will with- 
draw from partnership in Orvis 


Brothers & Co. 

Philip G. Volpe, member of the 
Exchange, retired from partner- 
ship in F. L. Rossman & Co., Dec. 
10. 

Alexander J. Leeds withdraws 
from partnership in Ungerleider & 


Co. Dec. 31. 

Transfer of the Exchange mem- 
bership of Robert L. Frank to 
Donald H. Peters will be con- 


13. 

Transfer of the Exchange mem- 
bership of H. Albert Russell to 
Francis J. McCauley will be con- 
sidered by the Exchange Dec. 13. 

John E. Parker retired from 
limited partnership in Auchin- 
closs, Parkér & Redpath, Nov. 30. 


sidered by the Exchange Dec. 
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Form Sunrise Capital 


JACKSON HEIGHTs, N. Y.— 
Sunrise Capital Corporation has 
been formed with oftices at 37-12 
S4th Street. Officers are Alian 
Gittleson, President; John C. 
Cronin, Vice-President; and Rob- 
ert W. Terry, Treasurer. Mr. 
Cronin and Mr. Terry have been 
associated with Edwards & Hanly. 
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A. R. Harvey Inv. Opens 
(Special to THe FINANCIAL CHRONICLE) 


DENVER, Colo.—A. Ray Har- 


vey 


is engaging in 


a securities 


business from offices in the First 


National 


Bank Building under 


the firm name of A. Ray Harvey 


Investment Co. 


He was formerly 


with First International Co. 
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| Securities Salesman’s Corner 





By JOHN 














DUTTON 





First Comes Conviction 


Basically there is one motivat- 
ag force behind the successful 

almination of every sales effort 
snd that is conviction. It is the 
criving force behind creative sell- 
tag that will bring success to any 
saan who believes sufficiently in 
Lis job, his purpose. and his jus- 
‘fication for the work he is doing 
“here is a worthwhile reason why 

securities salesman should con- 
sider his work important—funda- 
saentally his purpose should be to 
) ring “Good to Others.” I believe 
1at every satisfactory effort must 
be indoctrinated with constructive 
idealism. No matter what is made, 


old, and delivered by each of us 
to the other, unless there is a 
benefit that goes all the way—to 


tne user, the buyer, the maker and 
tne seller—the sound success and 
tne lasting values will not be 
»>chieved. 

There is a reason why so many 
“fly-by-night” tirms have come 
2nd gone in the investment busi- 
ress, and every other business. 
You can’t build your house on air 
ond sand. It won't work. The 
times may be so prosperous that 
gor a short while an organization 
can achieve ae_eshort run, and 
sometimes sensational success, do- 
mg business on an unsound basis, 
but sooner or later they go down 
tine drain. The man who claims 
tnat you don’t have to give your 
customers value, service, and gen- 
vine benefits, is cnly fooling him- 
elf. This has been said so often, 

needs no further repetition. 


Hlow About Situations, 
Underwritings, Etc? 

There are many struggling and 
worthwhile young business firms 
in this country that should have 
public support and are deserving 
of public financing through repre- 
sentative investment firms. It is 
io the lasting credit of the invest- 
ment banking business, and all of 


ihe salesmen who have sold the 
securities of these young and 
growing companies during the 
past busy years, that many oi 
these concerns have now become 
freat national institutions which 


contribute so much to the welfare 
of all of us. At the time some ol 
these offerings were made to the 
public, they were anything but 
onservative investments. The risk 


was high and the rewards were 
compensating — especially for 


those who had the stamina to stay 
and wait for their ship to come in. 

I believe that young companies 
today that are worthy of public 
Jinancing should have it. But it 
one thing to do an underwriting 
hat is based upon a solid and 
realistic view of the realities of 
the present and the possibilities 
which lie ahead, and it is some- 
thing else again to finance any 
dusiness and ask for public partic- 
ipation in a venture that 
damentally to 


Is 


is fun- 


weak as its 


mMahn- 


based 


agement, product, market, or cap- 
ital. 
A mature company can over- 


price its securities, a younge! or- 
ganization can set up an unsound 
capital structure. These factors 
are vital to the success of an unh- 
derwriting initially and to the fu- 


ture of the company’s securities 
over the longer term. An under- 
writing imposes an important re- 
sponsibility upon the issucr and 
the investment banking fil that 
brings it to market 

The same holds true of special 
situations. If a security is priced 
too high, if it is offered at a price 


not realistically tiee in with value, 
if it is not a special situation In 
all the term implies, then trouble 


lies ahead—for the buyer and the 
seller. 
The Merchandise Makes Your 
Reputation 
This may sound almost like a 
sermon this week. But I don't 
mean to convey the impression 


that honest mistakes of judgment 
cannot be made in this highly del- 
icate task of evaluating the pres- 
ent and judging the future. But 
there is a difference between a 
constructive and painstaking an- 
alysis of all of the factors involved 
in an underwriting or a_ special 
situation, and a superficial going 


over that is based primarily on 
guesswork and hopeful anticipa- 


tion of brighter Gavs ahead. 

The conviction of the buying 
and underwriting departments of 
an investment firm can only be 
conveyed to the ssles organization 
if it is real. If the situation is 
sound, if the factors have been 
carefully studied, if the pros and 
cons have been carefully eval- 
uated, and then brought before 
the sales organization by a tho- 
reughly convinced buying depart- 
ment, the conviction can be con- 
veyed to the salesman and his 
clients. 

3ut the 


solid 


is 
ot 
flow 


conviction 
appraisal 
should 


unless 
upon a 
benefits which 
to the 
underwriting 


the 


eventually customers of 


any firm, and not 


all will 


we could use a 


upon a hope that be well 


because (after all 
deal right now), there is going to 
be ahead. The only way 
you create a sales organiza- 
tion, a loyal clientele, or a sound 
reputation is to BUILD YOUR 
CONVICTIONS ON REALITIES. 


Russell With Aronson 


(Speci 


trouble 
can 


al to Tue ¥ CHRONICLE) 
LOS ANGELES, Calif. — Ken- 
neth D. Russell has become asso- 
ciated with Aronson & Co., 426 
South Spring Street. Mr. Russell 
was formerly Los Angeles Man- 
ager for Daniel D. Weston & Co. 
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Chemical and Pharmaceutical 
Indusiry Outlook for 1957; 


out the highly developed produc- 
tion and marketing skills which 
turn laboratory findings into 
products which reach the world- 
wide market place. Everyone will 
agree, I think, that production is 
not now a serious problem of our 
economy. We have weak spots to 
be sure—problems of supply here 
and there; problems of manufac- 
turing costs that must be solved 
by technology improvements. But 
our more serious problems today 
generally lie in the field of mar- 
keting and sales—in developing 
markets both here and abroad to 
absorb the production we = are 
capable of reaching, and equally 
important, in keeping a firm grasp 
on those markets which we al- 
ready have. I am sure I need not 
stress the critical importance of 
aggressive marketing programs by 
our industry in the year ahead, 
especially in view of the resur- 
gence of a strongly competitive 
industry abroad. 


The American chemical indus- 
try has assumed world leadership, 
but with this leadership we face 
new problems in_ international 
trade—problems of keener compe- 
tition and dollar shortages. Since 
these factors vary from country to 
country and from year to year, the 
industry has attempted to offset 
them as much as possible by in- 
creased capital investment abroad, 
or by the licensing of know-how 
under satisfactory terms. New 
American-built plants have been 
eoing up in a number of countries, 
and more are scheduled for com- 
pletion in 1957. Our aim has been 
to meet overseas competition on 
its own ground. 


Yet, attempting to plan the fu- 
ture of international trade in any 
detail is a notoriously difficult 
business. As the newspapers have 
been reminding us lately, eco- 
nomic and political storm clouds 


cen gather quickly. and the rise 
of nationalism throughout the 
world has posed many complex 


problems for international trade 
in general. 

In the international area at 
present, we have to face the fact 
that the Suez situation affects us 
cirectly, and the Hungarian trag- 
edy will have repercussions upon 
international trade which will be 
no less large for making them- 
selves felt indirectly. Most recent 
reports agree that clearing the 
Suez Canal will take a minimum 
of six months. Furthermore, even 
beginning the task must await 
political settlements in Egypt, 
which will decide just who is to 
do the work, and make arrange- 
ments for free access to the job. 
It seems to me that the United 
Nations offer us the best hope for 
such a settlement. But in the 
meantime, the effects of the clos- 
ing of that lifeline are already 
being felt.’ European industry de- 
pends upon the Middle East for 
65% of its oil, and the chronic 
dollar shortage in Europe and the 
unavailability of sufficient tank- 
erage will make it impossible for 
many countries to make up the 
complete deficit with American 
cil. England and France have al- 
ready announced gasoline and oil 
rationing. 

Moreover, the crisis in the Mid- 
dle East seems sure to affect the 


world balance of political and 
economic responsibility of the 
major nations with the United 


States and Russia emerging more 
forcefully than ever as the lead- 
ers of opposing ideologies. The 
tragic events in Hungary and the 
resurgence of Polish nationalism 
are almost certain to produce fur- 
ther changes in Soviet foreign 
policy and thus in her domestic 
economy and trade policies. All 
this makes plain that we are in 


for a period of “stepped-up com- 
petitive co-existence” which will 
place the United States under 
growing pressure to meet the 
manifold problems associated with 
world leadership. For has not 
Khrushchev recently promised us, 
—and I quote—‘History is on the 
side of Communism. We shall 
bury you all.”’—end of quotation. 

In facing these growing pres- 
sures, we can as industrial man- 
agers rely on the traditional busi- 
ness atmosphere of free enterprise 
that has made American industry 
the envy of the world. But now, 
more than ever, our industry also 
needs spokesmen capable of work- 
ing for the interests of its mem- 





bership — voices which can rec- 
ommend action to Congress, to 
Customs, and to the Executive 
3ranch of Government. Fortu- 


nately, we have among others such 
a voice in the Synthetic Organic 
Chemical Manufacturers Associa- 
tion. And it is encouraging to 
xnow that the Association’s com- 
mittees, which have gained such 
impressive stature in governmen- 
tal circles, have more than once 
before been able to head off eco- 
nomic hazards that have threat- 
ened the industry and its mem- 
bers. 

Where then, are we going in 
1957? I shall not pretend that I 
can make precise predictions. If 
President Eisenhower’s announced 
policy of working for peace 
through the United Nations suc- 
ceeds, however — the first six 
months of next year seem to me 
to be reasonably predictable in at 
least five major areas of business. 

(1) In our industry we can look 


forward to moderate increases in 
over-all sales volume, trading in 


a market of relatively’ stable 
prices. 
(2) The profit picture is not 


quite so bright as the sales out- 
look. We have already seen some 
decline in chemical industry profit 
margins in 1956, and further 
“squeeze on profits’ seems to be 


a 
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in store next year, due largely to 
increasing costs of operation. 

(3) In view of trouble in the 
Middle East, we can anticipate 
more defense spending and larger 
fcreign aid appropriations. This 
increased spending makes it un- 
likely that industry will see any 
appreciable tax cuts in the year 
ahead. 

(4) The money market will ap- 
parently continue to be tight for 
at least six or eight months, which 
may temporarily dampen plant 
expansions in some segments of 
industry. 

(5) Labor relations are likely 
to be stable for the coming year. 
The recent steel contract appears 
to have set a wage pattern for in- 


dustry in general and we can 
expect in accordance with this 


contract an increase in wages dur- 
ing late summer or early fall. 

These five statements I have 
just made, of course, refer to our 
industry as a whole. Our individ- 
ual companies may well vary up 
or down like the sine curve from 
this general pattern, as all com- 
panies must in a free, competitive 
economy. An _ individual com- 
pany’s position on the sine curve 
may well be dependent upon the 
success of its research and mar- 
keting programs. 

Should there be any down- 
trend in the chemical industry, it 
is unlikely to persist for long. Our 
industry is now so intimately in- 
volved in every phase of life that 
its long-term growth is secure. 
That growth depends, in the long 
run, upon our contributions to a 
longer, healthier life in a more 
bountiful world. All of us here, 
I believe, are dedicated to con- 
tinue to make these contributions 
that will insure progress and pros- 
perity for our industry and for 
people throughout the world. This, 
then, can be evidence of our de- 
votion to the “heritage of free- 
dom” toward a time and a world 
where all men shall be free. 


E. Rodney Burnett 


E. Rodney Burnett passed away 
Dec. 9 at the age of 76 following 
a short illness. Mr. Burnett had 
been a member of the New York 
Cotton Exchange for many years 
prior to his retirement in 1950, 
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The State of Trade and Industry 


pairs and de-mothballing by the 
United States to make up the 
deficit, declares this trade weekly. 

Steel mills resent backstage 
government pressure to _ force 
“voluntary” channelling of plate 
and structurals to shipbuilding. 
They are already under the gun to 
suStain the freight car building 
program and some old-time cus- 
tomers in other fields are taking 
the consequences. 


While more plate and structural 
capacity is on the way, production 
of these two products will suffer 
until the new mills are in place. 
A large Eastern producer will 
curtai] sheared plate production 
by 40% while a new mill is being 
installed. The cutback will begin 
in January, continues this trade 
authority. 

Steel demand from other indus- 
tries is holding steady, or mount- 
ing. Auto producers are beginning 
to see daylight and their new cars 
have taken the public’s fancy. 
First quarter steel requirements 
are beginning to rise. 

After rising more or less 
steadily since last October, the 
steel scrap market has settled 
down momentarily and _ prices 
have leveled off after reaching 
record heights. 

But the scrap industry can look 
back on its best year in history. 
Purchased scrap shipments to the 
nation’s mills and foundries will 
total 36,000,000 tons, a new record. 
Exports also are likely to set a 
new mark of 5,000,000 tons. Sales 
may reach, or exceed $2,000,000,- 
000. 


An “Iron Age” survey shows 
that steady expansion has made 
the scrap industry a major con- 
sumer of capital equipment. Capi- 
tal spending this year will ap- 
proach $54,000,000 and contem- 
plated spending in 1957 will ap- 
proximate $46,000,000. 


Sales by wholesalers in October 
rose more than seasonally from 
the September level to a total of 
$11,700,000,000, the United States 
Department of Commerce  re- 
ported. 


The October volume compared 
with sales of $10,400,000,000 the 
previous month and $10,500,000,- 
@00 in October last year. 

Wholesale inventories also in- 
creased in October, the report 
stated. At the end of the month 
book value of stocks amounted to 
$13,500,000,000, compared with 
$13.100,000,000 the month before 
and $12,600,000,000 a year earlier. 

The department said the Octo- 
per sales increase was more than 
usual at this time of the year. Its 
seasonally adjusted index rose to 
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$10,600,000,000 from $10,300,000,- 
000 the month before. 


In the automotive industry the 
past week, record 1956 passenger 
car output, on the eve of the Na- 
tional Auto Show, was scheduled 
by United States assembly plants 
at 170,398 units. 

“Ward's Automotive Reports” 
stated the program is 6.5% above 
the 1956 high set in the preceding 
week and only 6% below the in- 
dustry all-time 180,754-unit rec- 
ord of the Nov. 7-12, 1955 week. 

The statistical agency observed 
that the upsurge “paves the way” 
for attainment of the industry 
goal of 613,000 car completions 
this month following sharp defi- 
cits in November and October, 
adding it is being accompanied by 
strong dealer sales. 

The auto dealers retailed an 
estimated 465,000 new cars in No- 
vember, for a 12.3% gain over 
414,000 in October and are point- 
ing towards the 500,000-plus sales 
level this month. It was the sec- 
ond-best postwar November sales. 

However, the reporting service 
cautioned that dealer inventories 
remain out of balance, with short- 
ages in 4-door hardtop, station 
wagon and convertible body styles 
clouding the scramble for com- 
petitive shares of the auto market. 

Last week’s passengar car vol- 
ume was set as follows: 50.1% by 
G. M. Corp., 28.9% by Ford Motor 


Co., 18.3% by Chrysler Corp. and 
2.7% by remaining producers. 
Truck output, ‘‘Ward’s” de- 


clared, held steady last week fol- 
lowing 92,754 completions in en- 
tire November. Car output last 
month totaled 581,088. The entire 
1956 outlook is for 5,800,000 car 
and 1,100,000 truck completions in 
United States plants. 





Outlays for new construction 
put in place dropped 8% in No- 
vember from October but topped 
the like month of last year by 
3%, a joint report of the United 
States Departments of Commerce 
and Labor disclosed. 


New construction spending last 
month totaled $3,800,000,000 and 
compared with $4,100,000,000 
spent in October and $3,700.000,- 
000 spent in November of last 
year. 

Despite the drop from the Oc- 
tober level, the departments said 
November construction spending 
was the highest for the month on 
record, rising above the previous 
peak reached a year ago. 

With seasonal factors included, 
the report said outlays for new 
last month were at 


construction 





ance 
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an annual rate of $44,600,000,000, 
the highest rate since June. 
During the first 11 months of 
this year, new construction ex- 
penditures amounted to nearly 
$40,800,000,000. This was a climb 
of about 3% over last year’s 11- 
month total of $39,700,000,000. 


Steel Output Placed This Week 
At 102.0% of Capacity 
Industrial production is moving 
into new high ground, and mo- 
mentum will carry prosperity 
well into the first half of 1957, 
“Steel” magazine, the national 
metalworking weekly, stated on 

Monday last. 

It declared that its industrial 
production index today eclipsed 
the previous high mark of 164 
(1947-1949—100) which was es- 
tablished in 1955. 

Two of the four segments in the 
index will put it still higher. Auto 
production is expected to reach 
its 1956 high point in mid-Decem- 
ber. The electric utility industry 
in the week ended Dec. 1 moved 
above the 12,000,000,000 kwh-hr 
mark for the tirst time. The pre- 
vious weekly record was 11,600,- 
000,000 kKwh-hr set in 1955. 

The steel mills are expected 
to keep at or above capacity, 
while freight car loadings are in 
a seasonal decline. They are the 
other segments of the index. 

The magazine said _ signposts 
pointing to continued good busi- 
ness in the first half include 
the new order index compiled by 
the American Gear Manufacturers 
Association, which is now at a 
peacetime record. Further, the 
index of the American Supply & 
Machinery Manufacturers Asso- 
ciation rose to a postwar high in 
October. This index, which covers 
everything from nuts and bolts 
to cranes, influences the planning 
of members for at least 60 days. 

New orders reported by the 
Industrial Heating Equipment As- 
sociation in the first ten months 
of this year are 27% ahead of 
those in the same _ period last 
year. 

“Steel” predicted metalworking 
dollar sales in 1957 will hit $145,- 
000,000,000 compared with $135,- 
000,000,000 this year. One excep- 
tion to the upward trend was 
noted, it said housing starts may 
be down to 1,000,000 or less next 
year due to the tight money situa- 
tion. This could mean a sales loss 
of $300,000,000 or more in home 
components, with major appliance 
makers also feeling the impact. 

Pressure from finished steel 
shipments in the United States is 
expected to mount as the squeeze 
on certain products, notably 
plates, tightens. 

Despite the heavy production 
loss caused by the strike, finished 
steel shipments this year will fall 
only slightly below the total for 
1955—84,000,000 net tons, against 
84,417,444. “Steel’s’ explanation 
is that a higher yield from ingots 
will approximate 73.04%, versus 
72.39 in 1955, 71.51 in 1954 and 
71381 in 19653. 

“Steel’s” price 
finished steel is unchanged at 
$137.66 a net ton. For.the first 
time since 1948, steelmaking scrap 
is selling above basic pig iron. 
The composite price on pig iron 
stands at $62.18 a gross ton. The 
price composite on scrap is at 
$66.17 a gross ton, up $1.50. 

The American Iron and Steel 
Institute announced that the op- 
erating rate of steel companies 
having 96.1% of the steelmaking 
capacity for the entire industry 
will be an average of 102.0% of 
capacity for the week begininng 
Dec. 10, 1956, equivalent to 2,- 
511,000 tons of ingot and steel for 
castings as compared with 101.3% 
of capacity, and 2,493,000 tons 
(revised) a week ago. 

The Industry’s ingot production 
rate for the weeks in 1956 is 
based on annual capacity of 128,- 
363,090 tons as of Jan. 1, 1956. 

For the like week a month ago 


Continued on page 102 


composite for 


(2597) 101 


UMMM bid idiLeli de 


IBA GROUP CHAIRMEN 


PACIFIC 
NORTHWEST 


CALIFORNIA ROCKY MOUNTAIN 





Dennis H. McCarthy 
The First Boston 
Corporation, 
San Francisco 


James M. Powell 
Boettcher and 
Company, Denver 


William J. Collins 


William J. Collins 
& Co., Portland 


WMA LLL LLL LLL LLL 


Four With Boren 


(Special to THE FINANCIAL CHRONICLE) 


BEVERLY HILLS, Calif.—Mar- 
gorie Maltun, Ralph Rosenberg, 
Marvin J. Saul and John W. 
Wakefield are now with Boren & 
Co., 9640 Santa Monica Boulevard. 


Hooker & Fay Open 
New Offices 


SAN FRANCISCO, Calif.— 
Hooker & Fay, members of the 
New York and San _ Francisco 
Stock Exchanges have opened of- 


f ° fices at 925-A North Fulton 
Joins Eastman Dillon street, Fresno, with Leland E. 
(Special to THE FINANCIAL CHRONICLE) Scott as Manager; at Hotel Covell 

LOS ANGELES, Calif.— David Lobby, Modesto, with William 


E. Glatt has joined the staff of 
Eastman Dillon, Union Securities 
& Co., 3115 Wilshire Boulevard. 
He was formerly with Dempsey- 
Tegeler & Co. 


Warner as Manager, and at 108 
South Church Street, Visalia, with 
Glen Nielsen as Manager. All 
were formerly with Davidson & 
Company. 
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Form A. J. Cortese Co. 


A. J. Cortese & Co., members of 
the New York Stock Exchange, 
will be formed with offices at 40 
Wall Street, New York City, ef- 
fective Dec. 20. Partners will be 
Anthony J. Cortese who will ac- 
quire a membership in the New 
York Stock Exchange, and Barbara 
A. Frantz, general partners, and 
Joseph Fanelli, Bernard T. Wilens, 


R. 
Miceli, 


Edward M. Carlson, Lewis 
Diamond and Maurice Di 
limited partners. 


With Edward Cronin 
(Special to THe FInanciaL CHRONICLE) 
LOS ANGELES, Calif.—Robert 
S. Menzies has become connected 
Edward T. Cronin Co., 548 
South Spring Street. 


with 
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The State of Trade and Industry 


the rate was 100.2% and produc- 
tion 2,466,000 tons. A year ago 
the actual weekly production was 
placed at 2,421,000 tons or 100.3%. 
The operating rate is not com- 
parable because capacity is higher 
tian capacity in 1955. The per- 
centage figures for 1955 are based 
on annual capacity of 125,828,310 
tons as of Jan. 1, 1955. 


Electric Output Drops Moderately 
Under New All-Time High Set 
In Preceding Week 

The amount of electric energy 
distributed by the electric light 
und power ‘industry for the week 
ended Saturday, Dec. 8, 1956, was 
estimated at 12,047,000,000 kwh., 
u moderate drop below the week 
ended Dec. 1, 1956, according to 
the Edison Electric Institute. 

The past week’s output fell 28,- 
000,000 Kwh. under that of the 
previous week, which registered 
a new all-time high since the 
week ended Dec. 24, 1955 when 
output reached _ 11,614,000,000 
kwh.; it increased 621,000,000 
kwh. or 5.4% above the compar- 
able 1955 week and 2,201,000,000 
kwh. over the like week in 1954. 


Car Loadings in Week Ended Dec. 
1, Rose 15.6% Above Preceding 
Holiday Week 

Loadings of revenue freight for 
the week ended Dec. 1, 1956, were 
101,230 cars or 15.6% above the 
preceding holiday week, the As- 
sociation of American Railroads 
reports. 

Loadinys tor the week ended 
Dec. 1, 1956, totaled 752,150 cars, 
an increase of 28,364 cars or 3.9% 


above the corresponding 1955 
week and an increase of 90,373 
cars, or 13.7% above the cor- 
responding week in 1954. 


U. S. Car Output Last Week Rose 
6.5% Above Previous Week's 
High Record for 1956 
Car output for the latest week 
ended Dec. 7, 1956, according to 


“Ward's Automotive Reports,” 
was set at the highest level of 
1956. 


Last week the industry assem- 
bled an estimated 170.398 cars, 
compared with 159,976 (revised) 
in the previous week. The past 
week’s production totalof cars 
and trucks amounted to 194,586 
units, or an increase of 9,548 units 
above that oft the preceding 
week’s output, states- “‘Ward’s.” 

Last week's car output advanced 
beyond that of the previous week 
by 10,422 cars, while truck out- 
put declined by 874 vehicles dur- 
ing the week. In the correspond- 


ing week last year 178,409 cars 
and 27,870 trucks were assem- 
bled. 


Last week the agency reported 
there were 24,188 trucks made in 
the United States. This compared 
with 25,062 in the previous week 
and 27,870 a year ago. 

Canadian output last week was 
placed at 10,090 cars and 2,242 
trucks. In the previous week Do- 
minion plants built 9,405 cars and 
2,128 trucks and for the compar- 
able 1955 week 6,422 cars and 
860 trucks. 


Business Failures Advance 
Further In Latest Week 

Commercial and industrial fail- 
ures increased to 270 in the week 
ended Dec. 6 from 254 in the pre- 
ceding week, Dun & Bradstreet, 
Inc., reports. The toll was up 
sharply from the 219 last year and 
the 223 in 1954, but it remained 
9% below the prewar level of 297 
in the comparable week of 1939. 

Failures involving liabilities of 
$5.000 or more rose to 225 from 
219 a week ago and 186 last year. 
An increase also occurred among 
small casualties with MNabilities 
under $5,000, which climbed to 45 
from 35 in the previous week and 
33 in the similar-week of- 1955. 
Twenty-five of the failing busi- 


nesses had liabilities in excess of 
$100,000 as against 20 in the pre- 
ceding week. 

All industry and trade groups 
except wholesaling had more fail- 
ures during the week. The retail- 
ing toll rose to 141 from 129, com- 
mercial service to 27 from 20, 
while milder increases’ raised 
manufacturing to 43 trom 39 and 
construction to 43 from 37. In 
contrast, failures of wholesalers 
declined to 16 from 29 last week. 
Neither manufacturing nor whole- 
saling had as many casualties as a 
year ago, but marked increases 
from the 1955 level occurred in 
other lines. 

The week’s rise was concen- 
trated in the Pacific States where 
the toll climbed to 89 from 68 
and in the East North Central 
States with 39 as against 27. While 
failures edged up to 14 from 12 
in the West South Central States, 
four other regions reported lower 
tolls, including the Middle Atlan- 
tic States, down to 79 from 93. No 
change from last week occurred 
in the West North Central States 
with 6 or the East South Central 
with 8. Failures exceeded the 
1955 level in five regions, dipped 
slightly below a year ago in three 
regions and held even in the 
Mountain States. 


Wholesale Food Price Index 
Registers First Decline in 
Four Week Period 

Registering the first drop in 
four weeks, the wholesale food 
price index, compiled by Dun & 
Bradstreet, Inc., fell to $6.14 on 
Dec. 4, from the six-month peak 
of $6.16 a week ago. The current 


figure represents a rise of 2.5% 
over the year-ago level of $5.99. 
Higher in wholesale cost the 


past week were rye, bellies, cof- 
fee, tea, potatoes and hogs. Lower 
were flour, wheat, corn, oats, beef, 
lard, butter, milk, cocoa, eggs, 
steers and lambs. 

The index represents the sum 
tetal of the price per pound of 31 
raw foodstuffs and meats in gen- 
eral use and its chief function is 
to show the general trend of food 
prices at the wholesale level. 
Wholesale Commodity Price Index 

Extended Advance of Prior 

Week to Establish a Further 

New High Since Mid-April 
1952 

The general commodity price 
level continued to advance . last 
week and reached a further new 
high since mid-April 1952. The 
daily wholesale ccmmodity price 
index, compiled by Dun & Brad- 
street, Inc., registered 300.18 on 
Dec. 4, as compared with 299.96 a 
week previous and 276.91 on the 
corresponding date last vear. 
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.. Thursday, December 13, 1956 


Grain markets were irregular 
the past week with some grains, 
particularly wheat, being sub- 
jected to heavy profit-taking as 
demand subsided following the 
easing of war tensions in the Mid- 
dle East. 

Some selling of wheat futures 
resulted also from the reported 
sale of CCC wheat at St. Louis ’ 
and other markets in the South- 
west. Although demand for rye 
was limited, relative firmness in 
that grain was attributed to an ~ 
improved technical position after 
its recent severe decline. Moder- : 
afe advances in corn reflected - 
strength in cash markets and con- - 
tinued light producer marketings. - 
Oats prices trended slightly lower 
on reported sales of Canadian oats > 
to this country. Soybean prices » 
advanced due largely to higher 
soybean oil prices. Volume of. 
trading in grain and soybeay fu- 
tures on the Chicago Board of 
Trade expanded and totaled 59,- 
500,000 bushels for the week, 
against 55,000,000 bushels the pre- : 
vious week. 


Reflecting the gradual upward 
trend in the raw sugar market, the 
price of refined sugar was moved 
up 15 cents a hundred pounds last 
week to $9.10, the highest in 33 
years. 


Domestic raws were easier at 
the week-end following announce.’ 
ment of an increase in domestic 
sugar quotas to a record 9,000,000 
tons. Domestic demand for all 
types of flour remained very slow 
with buyers content to draw upon 
balances in the absence of any 
important price developments and 
a belief that wheat prices have 
reached levels where greater mar- 
ketings will be attracted. 

Cocoa prices were steady to 
firm reflecting moderate pur- 
chases for manufacturers’ account 
and declining warehouse stocks 
which fell to 300,723 bags from 
307,988 bags a week earlier. A 
year ago these holdings were 273,- 
248 bags. Active buying of lard 
lifted prices for that commodity 
to the highest levels of the season. 
Live hog prices trended higher 
at the week-end, while heavy 
receipts depressed both cattle and 
lamb prices. 

Spot cotton prices moved in a 
narrow range and finished slightly 
lower than a week ago. Contrib- 
uting to the easiness was selling 
prompted by the improvement in 
the international situation and 
uncertainties as to the probable 
loan rate next season. 


Tending to support values were 
month-end price-fixing and an 
unexpected increase of 25 points 
in the parity price for upland 
cotton as of Nov. 15. 


Trading in the 14 markets was 
active. Purchases during the week 
ended Nov. 30 totaled 511,900 
bales against 540,500 the previous 
week and 255,500 in the same 
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CCC loan en- 
ended Nov. 23 
232,900- bales, 
‘eek earlier and 
ago. 


week a year ago 
tries in the week 
were reported at 
against 277,200 a v 
336,000 two weeks 


Trade Volume in the Latest Week 
Declined Slightly Below Level of 
A Year Ago 

Although consumers noticeably 
stepped-up their purchases of ap- 
parel, furniture and linens in the 
period ended on Wednesday, of 
last week, total retail trade was 
slightly below that of a year ago. 

While volume in new passenger 
ears rose sharply, interest in ma- 
jor appliances was sluggish. 


The total dollar volume of re- 
tail trade in the week was from 


3% to 1% above a year ago, ac- 
cording to estimates by Dun & 
Bradstreet, Inc. Regional esti- 


mates varied from the comparable 
1955 levels by the following per- 
centages: New England —35 to 
+1; Middle Atlantic and West 
South Ceniral —4 to 0; East North 


Central —1 to —3: West North 
Central, South Atlantic and 
Mountain 0 to ~—+: East South 
Central -+1- to +34 and Pacific 
Coast —6 to —2”.. 

Consumer buying of apparel 
expanaed noticeably last week, 


but slipped somewhat below that 
of the similar period last year. 


Chirstmas sal promotions 
boosted sales of fashion acces- 
sories, with considerable increases 
lui trosiery and handbags. 

Furniture dealers reported in- 
creased sales of bedding and oc- 
casional chairs, but interest in 
upholstered chairs and dining 
room sets slackened. 


Despite a slight rise in pur- 
chases of automatic dishwashers 
and laundry equipment, sales of 
major appliances were below both 
those of the previeus week and 
last year. 


Grocers reported a noticeable 
decrease in food buying the past 
week. The call for fresh meat, 
butter, cheese and canned gooas 
was sluggish. Purchases of poul- 
try, frozen foods and fresh pro- 
duce remained at the level of the 
preceding week. 


es 


While orders for food products 
and textiles fell somewhat a week 
ago, increased buying in some 
lines of apparel and home fur- 
nishings held the total dollar vol- 





ume of wholesale trade at. the 
level of the preceding week. 
Department store sales on a 
country-wide basis as taken from 
the Federal Reserve Board’s in- 


dex for the week ended Dec. 1, 
1956, declined 1% below those of 
the like period last year. In the 


preceding week, Nov. 24, 1956, an 
increase of 1% was reported. For 
the four weeks ended Dec. 1, 1956, 
an increase otf 1% was also 
recorded. For the period Jan. 1, 
1956 to Dec. 1, 1956, a gain of 3% 
was registered above that of 1955. 

Retail trade volume in New 
York City the past week dropped 
5% to 10% below the like period 
a year ago, due in part to warm 
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Population Growth Concepts 
And the Economy of Tomorrow 


does take account of the children 
which the women in each age 
group have already had. 

What of the future? I don’t 
think I am revealing neighbor- 
hood secrets when I say that the 
girls who have had three or more 
children in their’20s are not plan- 
ning to make any further sub- 
stantial contributions to the birth 
rate in their 30s. Thus, for that 
age group, 30 to 40, the birth rate 
is almost certain to decline as 
compared with the past 10 years. 
What of the new group in the 20 
to 30 age category? The plain 
fact is that there will be fewer 
of them because of the exception- 
ally low birth rate in the 1930's. 
The number of girls in their mid- 
dle 20s (the most fertile age 
group) will not begin to turn up 
appreciably for about 10 years, 
and the postwar bumper crop will 
not make a big impression until 
about 1971. 


Larger Families to Decline 

My second reason for believing 
the birth rate will turn down con- 
cerns the number of births per 
family. There has been a trend in 
recent years towards larger fami- 
lies. I do not think that trend 
will continue, and I rather expect 
that there may be some movement 
in the opposite direction. Most 
Observers say that economic cir- 
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weather and the fact that two from increased productivity. And |to be! Consider, for example, the 


more days remain for shopping \j}at an increas | ; 
i e that would hav ontin 
than was the case last year, traue R — ice C ued on — 104 


observers note. 


According to the Federal 
serve Board’s index, 


TABLE 2 


Re- Economic Changes 1935-1955 


department 


store sales in New York City. for 1935 1955 es-1900 
the weekly period ended Dec. 1, Real Gross National Product (in 

1956, showed no change from the OO) ee eee $153 bill. $385 bill. 152% 
like period of last year. In the Real GNP per capita__________~_ $1,200 $2,333 94% 
preceding week Nov. 24, 1956, no Real GNP per person employed $3,617 $6,012 66% 
change was recorded. For the I ac... .. .., «us weitsan cdc 127 mill. 165 mill. 30% 
four weeks ending Dec. 1, 1956, SU I ns, a. wens eee 53 mill. 66 mill. 25% 
no change was also registered. ae ra ne ae 42 mill. 64mill. 52% 


For the period Jan. 1, 1956 to Dec. 
1, 1956, the index recorded a rise 
of 4% above that of the corre- 
sponding period in 1955. 
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cumstances have a large influence 
upon the number of children that 
people wish to have. J agree, but 
it seems to me that the absolute 
level of income is of little con- 
sequence, while the direction and 
rate of change of income is by far 
the more important factor. Let me 
expand on this point a bit. Many 
people attribute the high birth 
rate to the prosperity of recent 
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is not that most people are more MISSISSIPPI 

prosperous than they ever were, VALLEY SOUTHWESTERN TEXAS 


but that the rate of increase in 
income in the past 20 years has 
been so rapid that they are more 
prosperous than they ever expect- 
ed to be. It seems to me that the 
level of living that people aspire 
to is determined to a considerable 
extent while they are quite young. 
When people say “we can afford 
to have more children” or “can’t 
afford it,” it is usually in terms 
of material standards which were 
formed while they themselves 
were growing up. 

The 1930’s provide a clear ex- 
ample of this. We are told that 
the low birth rate of that period 
can be explained by the fact that 
people ‘“‘couldn’t afford to have 
many children.” What does that 
mean? Even in the 30’s, the stand- 
ard of living in the United States 
was much higher than it has ever 
been in most of the world. In — 


terms of absolute income, that ex- PIPER JAFFRAY g HoPwooD 


planation makes no sense at all. 
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But in relative terms, it does. We 
know that measured against an 
aspirational level formed in the 
1920’s, incomes did seem too low. 


Future Per Capita Income 


What does the future hold in 
store on this count? This may | 
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come as a shock to some of you, 
but it seems highly unlikely that 
per capita income will increase as 
rapidly in the next 20 years as it 
did in the last 20. 

Let us look at Table 2 where I 
have presented some approximate 
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figures which lead me to this con- MINNEAPOLIS ST. PAUL 
clusion. Between 1935 and 1955 GREAT FALLS - BILLINGS 
the real Gross National Product 
(in 1955 dollars) increased from os = 








$153 billion to $385 billion, a gain 
of 152%. Population increased by 
30% during that period so that 
the gain in real per capita income 
was 94%. 

What was the source of this Ing~ 
crease? There were two principal 
factors. First, 
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there was an in- MEMBERS MIDWEST STOCK EXCHANGE 
crease in outnut per worker 
amounting to 66% for the 20 


years. But in addition, and this is 
the key point, there was an in- 
crease in employment of 52%. 
More people working, plus great- 
er output per worker. is 
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Productivity Gains to Slow Down 


We are now at full employment, 
or close to it. We no longer have 
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following predictions by Peter 
Drucker, published in “Harper's 
Magazine” last year. He foresees 


an increase in population over the 
next 20 years of “at least two- 
fifths.” He also says the labor 
force will increase by one-fifth. 
This means that if the rate of in- 
crease of per capita income is to 
be maintained, productivity will 
have to increase by 123% (assum- 
ing full employment in 1975) as 
compared with 66% in the past 20 
years. Even if Drucker’s popula- 
tion estimate is high, as I believe 
it is, the gains in productivity 
would have to be far greater than 
we have any reason to expect they 
will be. 

If we examine past productivity 
increases in the various sectors of 
the economy, we find further rea- 
son why we should not expect per 
cepita income to grow as rapidly 
in the next two decades as in the 
past two. Table 3 shows that pro- 
ductivity has risen much faster 
in agriculture than in either in- 
dustry or the rest of the economy. 

Twenty years ago, one out of 
every four workers was employed 
in agriculture. At present, only a 
bit over 10% of our working pop- 
ulation is employed in that sec- 
tor. Therefore, even if productiv- 
ity in agriculture should triple in 
the next 20 years (as it may well 
do), it can have only a small ef- 
fect on the over-all total. To some 
extent this is even true of indus- 
try, which employs only about 
30% of the labor force. The great- 
est number of workers, about 60% 
are not in agriculture or indus- 
try, but are in the so-called ter- 
tiary or services sector of the 
economy. If this country is going 
to be a great deal richer, health- 
ier, and happier 20 years from 
now, it will have to be principally 
because of improvements in this 
third sector. But this is precisely 
the sector where’ productivity 
gains seem to have been smallest 
in the past. 


Cannot Measure Service Sector 


I say “seem to have been small- 
est’ because when we talk about 
productivity in this third sector, 
there is some question as to 
whether we know what it is or 
how to measure it. In agriculture 
or industry this problem is not as 
severe. When a worker produces 
two autos instead of one, or when 
the same amount of wheat can be 
produced by half as many men, 
most reasonable men would agree 
that there has been an increase 
in productivity. But what about 
this all important third sector? 
Has there been any increase in 
the productivity of teachers, min- 
isters, doctors or social workers” 
Do major league baseball players 
produce more now than they used 
to? We really don’t know the 
answers to these questions, and 
what is perhaps more important, 
we hardly know how to go about 
getting the answers. As long as 
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we are talking about output in 
agriculture or industry, we can 
concentrate on a fairly specific, 


measurable characteristic—quan- 
tity. But when we look at output 
in the third sector, we have to 
come to grips with another dimen- 
sion, quality, and this is something 
which statisticians and economists 
find very difficult to measure. 
Let us consider television, for 
example: Let us simplify the 
problem and think of productivity 
in television as having two ave- 
nues for development—number of 
sets produced and quality of pro- 
grams. If the former increases, we 
have a clear case of increase in 
national product. But what if the 
quality of program. deteriorates” 
Can we measure this? And how 
much deterioration offsets how 
much of an increase in number 
of sets? Or vice versa? The same 


kind of questions apply to the 
quality eof education, which I 
mentioned earlier. In fact, this 


variable of quality is directly con- 
nected with the question of popu- 
lation growth as well. 


Wealth Not Based on Population 


After having gone to some 
length to show why the rate of 
population increase may slow 
down, it may come as a surprise 
to you that my reaction to this 
finding is—So what! Why all this 
emphasis on counting noses any- 
way”? It would seem to be a great 


deal more important to be con- 
cerned with the quality of our 
population rather than in the 


mere quantity. 

Ah, but they tell us that rapid 
population growth is the key to 
economic prosperity and economic 
growth. I wonder! If that were 
true, wouldn't China and India be 
the richest countries in the world? 
Are we to believe that if the 
population of this country ever 
reached a stable plateau, we could 
no longer lcok forward to high 
employment or increasing produc- 
tivity? It seems to me that there 
is a misplaced emphasis on the 
demand side of the question of 
economic growth, if you are talk- 
ing about the long pull. I don’t 
think we have come anywhere 
near satisfying peoples’ wants for 
goods and services. In the short 
run, demand (that is, effective 
demand) may fall short, but this 
is primarily a problem for mone- 
tary and fiscal policy. Over the 
long run, the limiting factor of 
economic growth is our ability 
to produce. It is appropriate, 
therefore, to examine the real 
factors which are the basis of all 
gains in productivity and economic 
growth. They are: better workers, 
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more resources per worker, and 
innovation. Let us look briefly at 
each. 

Workers’ Quality 

“Better workers” covers a lot. It 
refers to health, education, train- 
ing, emotional stability, morale, 
and attitude towards work. While 
the major emphasis is usually 
given to capital expenditures or 
new inventions, let us not under- 
estimate the importance of the 
individual man and what he can 
and wants to produce. We, who 
gre relatively healthy and rela- 
tively well educated, tend to take 
these things for granted. But any- 
one who has tried to increase out- 
put where there is widespread il- 
literacy or disease will tell you 
what a difference this makes. 

Even in this country, consider 
the terrific losses in output which 
can be attributed to alcoholism, 
emotional disturbances, mental 
disease, or the death of leading 
men at the peak of their ability. 
Consider how many situations 
there are (and you probably know 
of some) where output could be 
increased 20 or 30% if the workers 
wanted to, even without any new 
inventions or large scale invest- 
ments. 

Improvement of the individual 
worker has always been important 
in this country; it will continue to 
be so. But this will require new 
advances in health, in education, 
and in providing security without 
sacrificing mobility or incentives, 


Capital Formation Rate 

What about new resources, by 
which I mean principally capital. 
It is obvious that the more equip- 
ment each worker has the more 
productive he can be. Will the 
rate of new capital formation con- 
tinue as rapidly as in the past? 
This depends in large part upon 
Saving. Under full employment, 
the only way that capital can 
come into existence is by people 
not consuming, or saving. People 
must be willing to give up the 
chance to consume now in order 
to consume more in the future, 
and there must be an efficient 
mechanism whereby their not 
consuming is translated into pro- 
duction of capital equipment. It 
is very difficult to speculate about 
peoples’ saving habits, but it is 
my feeling that saving, and capital 
formation, will not be at an in- 
creased rate in the years ahead, 
and may actually fall off a bit. 


The third source of increased 
productivity is innovation, by 
which I mean doing things dif- 
ferently (and better). Let us con- 
sider first two technological in- 
novations that have been stealing 
the headlines, atomic energy and 
automation. 


Atemic Contribution ’ 


The future potential of atomic 
energy is undoubtedly great, but at 
present, and over the next two 
decades, I cannot see atomic 
energy bringing about any revolu- 


TABLE 3 


Approximate Indexes of 


Output, Labor Input, and 


Productivity in 1955 (1935 = 100) 


Physical output 
Labor input 
Productivity 
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tionary changes in productivity in 
the United States. 

The limitations of fissionable 
materials for powering vehicles 
was pcinted out by Gordon Dean 
in his talk here last Dean’s Day. 
Its principal use in the next two 
decades is likely to be as a new 
type of fuel to generate electric 
power in conventional steam 
Plants. Its commercial application 
aepends primarily upon _ costs 
relative to other types of fuels. 
That is why I say that it will not 
bring about any revolution in the 
United States, where other fuels 
are relatively cheap, and where 
fuel costs are only a small part 
of the cost of electricity. Atomic 
energy could be a very important 
factor in other countries not well 
endowed with more conventional 
fuels. 


Automation's Contribution 


What of automation, by which 
I mean the use of machinery to 
control machinery, especially 
where there is a feed-back from 
the output to correct for errors 
and to control input machinery. 
Most experts say “no revolution,” 
merely a continuation of mech- 
anization, something which has 
been going on in this country for 
a long, long time. One writer, 
John Diebold, says, ‘“‘the nature 
and rate of population shifts due 
to automation are both of an order 
of magnitude with which we are 
historically familiar and with 
which we are able to cope.” But 
this means that over-all gains in 
productivity attributable to auto- 
mation will not be of revolu- 
tionary proportions. For individ- 
ual forms, and individual indus- 
tries, it will be, of course, but not 
for the economy as a whole. 

There is another kind of inno- 
vation which we should take note 
of, which is quite different from 
inventing new machines, new 
processes, or new products. It con- 
cerns the discovery and develop- 
ment of new ways of combining 
and directing resources, both 
within industry and for the econ- 
omy as a whole. For the lack of 
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Some of you were good enough to tell me 
that your 45th annual convention— 

the tenth consecutive meeting in Holly- 
wood—was your finest so far. Thanks. 
Everyone of us tried to make it so. 


But the credit is yours—not ours. 
You're wonderful guests. 
It's always 

a real pleasure to have you here. 


Cordially yours, 


General Manager ‘ 
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a better name, I will call this or- 
ganizational innovation. Here are 
some examples of it in the past: 
the Federal form of government, 
the modern corporation, the as- 
sembly line, the Federal Reserve 
System. 

For the future, the following 
are some areas which seem to be 
badly in need of organizational 
innovation. On the world level, it 
is clear that unless we find some 
method of controlling the weapons 
of mass destruction, all our other 
plans and programs will be mean- 
ingless. Also, we need to develop 
institutional devices to expedite 
the flow of investment from the 
United States to capital - hungry 
nations. These devices must both 
protect the investor and meet the 
needs and assuage the fears of 
the countries to be developed. 


Private Power Concentration 


Here at home, I will mention 
just two problem spots, although 
there are many others. First—the 
giant corporation. These institu- 
tions have power which is rela- 
tively unchecked by market 
forces, their control is largely out 
of the hands of the owners, and 
their economic, political, and 
social influence is enormous. How 
do you cope with this? Laissez- 
faire won’t do, and the anti-trust 
laws, while useful, are not a suf- 
ficient answer, and sometimes 
even obstruct economic progress. 
Perhaps Federal incorporation 
laws would help, or placement of 
public representatives on_ the 
boards of directors. I don’t know 
the answer, but I do know that 
such concentrations of private 
power are contrary to the funda- 
mental economic and_ political 
philosophy of our country, and 
some innovations will be required 
to meet the problem. 

Second, consider the city. It is 
becoming increasingly clear that 
many of today’s problems cannot 


be satisfactorily handled within 
geographical boundaries’ estab- 


lished generations ago. Problems 
of transit, water supply, sewerage, 
traffic and air pollution cross city 
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and even state lines, and we seem 
to need new organizational de- 
vices for handling them. New 
York City has its full share of 
problems. Some of you may have 
dene as I did, moved to the sub- 
urbs, thinking to escape them. But 
we cannot, for not only do similar 
problems arise in our own com- 
munities, but the problems of the 
city are still ours, and we neglect 
them at our own risk. One simple 
lesson that history tells us is that 
the decline of the city will mean 
the end of civilization; it always 
has in the past. If I may venture 
one more prediction, it is that our 
well being in the economy of to- 
morrow will depend more upon 
organizational innovations for 
meeting these and similar prob- 
lems than on anything else. 


Will We Have Innovators? 


What are our chances of getting 
such innovations? The point I 
would stress here is that they do 
not come automatically. They de- 
pend upon innovators, people who 
are willing to dare to think and 
act differently, and, upon there 
being a sufficient number of other 
people who are willing to respect 
and encourage their right to do so. 

In my judgment, the greatest 
single key to American growth in 
the past has been the freedom of 
thought, expression, and action, 
and the mobility of our society 
which gave the innovator a 
chance. Are we in danger of los- 
ing this in our search for secu- 
rity, for uniformity, for normal- 
ity? Remember, the innovator 
usually threatens someone’s secu- 
rity, and may not be “normal” or 
“adjusted.” He may be the boy 
who goes to the young socialist 


league meetings, or the one who 


sits in the library on Saturday 
afternoons reading a big’ book. 
He’s usually different. And he’s 


always dissatisfied with the status 


quo. But he is the hope of the 
future. 
A recent statement by Nathan 


Pusey 


y, President of Harvard, 
seems to summarize a great deal 
of what I have tried to say here 
about population and economic 
growth. Dr. Pusey wrote: 

Tt truism that the con- 
tinued growth in quality of civil- 
ization depends 

than 
traordinary 


is a 


numbers 
fresh insights, ex- 
efforts, and novel 
achievements by a few individuals 
of exceptional ability. ... 
“It is the exceptional] person 

one might almost say the eccen- 
tric 


less on 
on 


person who all along has 
opening the way 


fuller life for all of us.” 
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Shaw Adds to Staff 


O THE FINANCIAL CHRONICLE) 


SAN MARINO, Calif.—Donald 


J. Kemp has joined the staff of 
Shaw & Co., 2394 Huntington 
Drive. 


With 


to THE FINANCIAI 


Henry Hartman 
sp CURONICLE) 
SHERMAN OAKS, Calif.—Paul 
Goodman i 


s now with Henry 
Hartman, 13531 


Ventura Blvd. 


Joins Maisel Inv. Co. 


(Special to THe FINANCIAL CHRONICLE) 


SAN FRANCISCO, Calif. 
Sylvia J. with 
Maisel Investment Company, 564 
Market Street. 


Lawrie is now 


With Carroll & Co. 
(Special to THE FINANCIAL CHRONICLE) 
DENVER, Colo. Richard J. 
McMullen is now with Carroll & 
Co., Denver Club Building. 
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from offices at 1125 West Sixth 
Street. Officers are Henrietta A 
Raaf, President; Richard Haley 
Vice-President; Charles T. Kranz 
Treasurer; and Lionel D. DeSilva, 


Teachers Secs. Opens 


(Special to THE FINANCIAL CHRONICLE) 


LOS ANGELES, Calif.—Teach- 
ers Securities Corporation is en- 
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Continued from page 3 


Looking at Qur Domestic Economy 
And International Repercussions 


sion to the troubles of the world. 
We have solid work to do to help 
to cure those troubles. 


We face challenges, domestic 
and international, with an econ- 
omy that is vital and active and 
so far generally sound. This is 
true pecause it has been permit.ed 
and encouraged to grow—but has 
been restrained from running 
wild. For this our thanks must 
go in large measure to the policy 
and actions of the Federal Reserve 
System. May it never lose its 
independence! May it never be- 
come Housebroken, whether to 
the White House or the Houses 
of Congress — never in _ politics. 
May it never be shackled into a 
lock-step with other government 
departments so that all may go 
marching off in what at one time 


or another would surely be the 
wrong direction. 
Praises Federal Reserve 
No, the Federal Reserve has 


been our principal defense against 
rampant inflation. It has held the 
money supply within bounds and 
let the cost of money rise in re- 
sponse to demand. It has sus- 
tained prosperity; it has not pre- 
vented growth. Just take a look 
across the face of this great coun- 
try, listen to the hum of its fac- 
tories, ride its roads, fight its 
traffic, line up at the counters of 
its stores, watch its buildings rise, 
and you will see the most active 
America that you and I or any 
American who has ever lived has 
ever seen. But if you look at your 
price tags, your budgets, and your 
costs, and if you'll study the dept 
figures, you will see that prices 
have been rising—some of them 
rather sharply through all re- 
straints—and you'll see that credit 
hasn’t been choked off but is be- 
ing created in the capital markets 
and in the commercial banks, vil- 
lions upon billions. No, there is 
no money panic—far from it. 
Credit is available to worthy bor- 
rowers to buy or build almost 
anything, and at interest costs 
which, even after a sharp rise, 
are with possible minor exce»- 
tions the lowest in the free world. 
The very purpose of the restraint 
policy is to prevent such un- 
healthy developments as_ sharp 
price rises, cost spirals and ex- 
cesses of debt. These harbingers 
of danger have made an appear- 
ance on the scene of our great 
forward progress and, though siill 
not too bold, they could susgest 
that the restraints may have been 
too little, not too much—too late, 
not too early. 

Before the international diffi- 
culties became so acute there was 
some feeling which I shared—that 
a number of forces were working 
toward the squeezing out of tne 
more unhealthy aspects in our 
economy and the establishment oi 
a more sustainable. pace. These 
forces included the money- 


restraint policy, the effects of 
which are gradual but cumula- 


tive. Areas where growth had 
become too hasty gave some evi- 
dence of curbing their pace. Some 
capital expansion plans were be- 
ing given a second look and.a 
third look. Resistance to higher 
prices was starting to show. 
Profit margins had begun to level 
off in some cases and to dip in 
others. Even in their earlier 
stages, six Or more weeks ago, the 
international uncertainties were 
having some unsettling effect on 
business optimism. I rather {elt 
that sometime reasonably soon, 
perhaps during the coming year, 
these factors would bring about 
less sharpness in our upward 
climb, perhaps some short-range 
downturn from which a long-term 
upward movement could begin. 


Reappraising Our Entire Situation 

But whatever our present eco- 
nomic situation is, and whatever 
its outlook may have been, tne 
sharp worsening of international 
affairs requires a complete reap- 
praisal of our whole situation in 
the light of the grave political and 
economic decisions that are in 
the making. 

The eyes of the world are on 
the Middle East and on Hungary. 
The Suez Canal is out of opera- 
tion for months at the very leas:, 
war has flared there, blood has 
been spilled, pipe lines have been 
cut, little oil is moving out, Rus- 
sian and Chinese volunteers have 


threatened to move in, great 
stores of Soviet arms are said to 
be there, a man named Nasser 


stirs the Arab world and breathes 
fire and damnation in a voice that 
almost sounds as though we had 


heard it before. Hungary—poor 
Hungary—is the scene of mass 
murder, but also of a cry for 


freedom that seems willing: to 
die in order to live. 

And over this whole troubled 
complex of events hangs the 
shadow of Soviet intentions. With 
or without the mask of a smile, 
Soviet ambitions are unrelenting 
and world-wide. We cannot be 
sure when the Kremlin masters 
will move, nor where. But we 
know they covet the Middle East 
with its fabulous oil fields and its 
vital Suez Canal. If the Soviet 
should capture that prize, she 
could control much of Asia and 
Africa. She could bleed pale Eu- 
rope’s economic vitality, outflank 
the forces of NATO, and, I fear, 
be on her way to becoming a 
stronger world power than the 
United States. 


Keep U. S. S. R. Out of 
Middle East 

Unless warned off, quickly and 
convincingly, the Communist tide 
very likely will run into or seep 
into this soft but vital area. At 
stake here is more than oil as a 
commodity or convenience. At 
stake is the question whether our 
allies, the free nations of Western 
Europe, our co-defenders against 
Communist aggression, are to be 
allowed to exist in freedom and 
strength or whether they are to 
have the economic life choked 
out of them by a Soviet strangle 
hold on the Middle East and the 
Suez Canal. 

Involved in this are the very 
foundations of the NATO military 
defenses which we and our allies 
have built in Western Europe at 
the cost of so much toil and treas- 
ure. They could not be main- 
tained in effective strength if free 
Europe were permanently § de- 
prived of Middle East oil and its 
Suez artery. Disagreeable and 
disturbing as it may be for us to 
face, our choice is either to say, 
“No, all the power, energy and 
life that the Middle East repre- 
sents shall not go to the Soviet 
side,” or to watch the strength 
ebb out of Western Europe and 
finaHy to stand alone, outnum- 
bered, and likely to be outpow- 
ered. 

At their worst, the consequences 
of what may happen in the Mid- 
dle East could be disastrous. But 
even at the best—even fulfilling 
the highest hopes for the best 
conceivable results in the short- 
est conceivable time, we already 
know that the Western World is to 
undergo a mighty wrench. We 
can’t know, of course. where be- 
tween worst and best the final 
outcome of these critical times 
will fall. Certainly, we of the 
United States must try to bring 
them to their best. What steps, 
therefore, governmental and pri- 
vate, are called for in order to 
safeguard not only our economy 
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but our security, our entire na- 
tional welfare, and our very tree- 
dom itself? 
Program for U. S. A. 
First, let me say what I sun- 


pose is really beyond controversy. 
In the present state of the world, 
we had better be armed good and 


proper: It is expensive and in- 
convenient and inflationary —a 
compiete economic waste, but a 


complete necessity when brigands 
are about. One other thing you 
can be sure of: for our defense 
and our safety, there is no limit to 
what the American people and 
their institutions can and will pay. 
Let us be frightened about war 
with its unthinkable horror, but 
not about the cost of being strong 
enough to prevent it. 

Second, as a nation, we should 
make our position about the Mid- 
dle East clear to the Kremlin, to 
Nasser, to our allies, and to the 
world. I mean by this: we should 
define the points or areas beyond 
which the Kremlin and Nasser 
can not go without invoivement 
with the whole Western World. 
Maybe we have done this with the 
Kremlin and Nasser—I dont 
know. When the Soviet sends 
arms and planes into Syria, ave 
must do more than to say we gre 
“concerned” about*it:- “A e 
least, we ought to work around 
the clock to have the United Na- 
tions condemn such _ action,, for 
if we are to place our trust In the 
United Nations as sole arbiter in 
international affairs, it must have 
the benefit of our firm convictions 
in dealing with our enemies, just 
as it did in condemning our 
allies. 

The United Nations proved it- 
self powerful when led by the 
United States against England and 
France, nations which heed the 
moral ferce of public opinion. It 
proved itself powerful when the 
United States led it and fought for 
it against Communist aggression 
in Korea. But the United Nations 
was helpless and futile when 
Egypt closed the Suez Canal to 
Israel. And it is helpless now in 
the face of the Soviet’s barbarous 
war against the Hungarians. In 
both cases it bowed to despots 
who heed no moral force. We 
cannot abdicate to the United Na- 


tions. There should be an Amer- 
ican doctrine for the Middle 
East, as there is an American 


doctrine for Greece and Turkey 
and as there is an American doc- 
trine for Formosa, Quemoy and 
Matsu. 

Third, we should lend our im- 
mediate aid to the United Nations 
in unplugging the Suez Canal. 
We snould offer our engineering 
brains and our massive salvaging 
gear. And, to get the job done 
quickly, we should, by guarantee 
or otherwise, underwrite the cost. 
It would be the best foreign aid 
investment we ever made. 

Fourth, we should get back on 
“speaking terms” with England 
and France. We must save our 
alliances. They are mainstays of 
our defense, the flcodgates hold- 
ing back the Communist tide. 
However unwise or impetuous out 
allies may have been in their mil- 
itary venture in Egypt, they are 
on our side and we have common 
interests that are urgent, and. vital. 
We need our alkes—every one of 
them—and we need to win new 
ones. -* 

Extend Aid to Allies 


Fifth, we should make even 
broader and bolder our aid pro- 
gram for our allies in Western 
Europe. Even with the oil ship- 
ment program, which was an- 
nounced a few days ago, working 
at its physical maximum, it seems 
clear that Western Europe faces 
for some time to come an oil 
shortage of 20 to 25%, and a con- 
sequent cutback in industrial ac- 
tivity of about 15%, carrying with 
it unemployment to some four or 


five million people. A _ heavy 
blew! In consultation with our 
allies, we should seek ways to 


cushion this blow—a blow to their 


strereth and to our mutual de- 
fenses. The urgency is even 
greater than that which called 


forth the MarshalE’Plan and our 
response should be quicker and 
sharper—a real “crash” program. 

Sixth, we should give still fur- 
ther haven and_ relief to the 
Hungarian refugees in recognitivil 
of their valor and as an act of 
humanity, and in this our private 
citizens and institutions snould 
participate generously. 

Seventh, we should continue to 
seek the peace, doing so always 
with honor. 3 

These—all these—-are not for 
decision by you and me. Our gov- 
ernment must seL.our sails and 
steer our course. J. wish only to 
submit an opinion upon at leasi 
some of the grave issues that coun- 
front our leaders. I hope others 
will do likewise. 

Finally, here at home, I think 
it is well to conclude that ip 
business and monetary mairters, 
none of us knows-what the etfect 
of these great and“grave interna- 
tional decisions and events will 
be. They will have their reflec- 
tion here all right,-but it is too 
early to diagnosé. with certainty 
their monetary effects or to pre- 
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scribe the monetary medicine. 
Ynese effects witl undoubtedly be 
mixed — some inflationary, some 


deflationary. At the moment, I 
should guess—and it is only a 
vuess—that the gravity of the 
issues involved. ‘and the’ reper-- 
cussions here of economic difti- 
culties abroad. will throw the 


balance to the side of restraining. 


the boom, or even bringing on 
come recession. But we cant be 
sure. 


Recommends Restraint at Iloeme 


Meanwhile. and until we 
surer of what is ahead, we should 
stand fast by our policy of mod- 
eration and “restraint, keeping 
things from day to day as even 
and smooth as possible in our 
economy, Without tampering 
drastically 
cost of it. 


And in all our policies and 


pracuces, we must keep lice and- 


health in our American system, in 
our free enterprise system, and 
defend with all our 
might, our currency and our vital 
economy, while we keep our mil- 
itary power at unrivaled siren-th 
and pay as we go. No time for 
play, and very little for politics! 


—_—_—» 


Business Situation and Quilook 


equipment are now at extremely 
high and unsustainable levels. 
New orders in this sector have 
begun to decline and are now be- 
low the level of current sales. 
Finally, the very tignt monetary 
and financial situation which now 
exists will hastermthe cut-back 
in the level of capital expendi- 
tures. The finaneial argument 
goes as foilows:. Financial strin- 
gency in the past year has al- 
ready reduced corporate liquidi y 
to its limits. It”has also driven 
interest rates to much higher 
levels. These rates not only make 
it more expensive to borrow; they 
also tend to raise the minimum 
earnings rate by which the ac- 
ceptability of new capital projects 
are judged. These factors will 
force companies to eliminate a 
number of projects previously re- 
garded as worthwhile. 

My own view is that neither 
line of argument gves far enough 
into the total situation that now 
prevails. It is true that money 
is tight, in the sense that abun- 
dant demand relative to supply 
has driven interest rates to the 
highest level since 1930. But in 
an absolute sense, the volume of 
total available funds is large 
enough to sustain the present rate 
of capital formation and possibly 
an increase in this rate. 

The use of internal funds has 
indeed put companies in a tight 
liquidity position. But the in- 
creased use of external funds has 
provided and can continue to pro- 
vide an increasing total volume 
of financing. What is more, the 
growth in inventory, which used 
about $6 billion of funds in the 
last 12 months, is going to he 
much lower in‘1957. This will 
allow more funds tor capital ex- 
penditures. 

“Finally, the argument that the 
level of the interest rate will ia- 
hibit new capital formation is 
also an incomplete one. Debi 
funds are more expensive today. 
But the cost of equity capital, 
however this is measured, is now 
at its lowest level since World 
War II. Assuming there is no 
drastic fall in stock prices, these 
funds will continue to be avaii- 
able in 1956 at low cost and in 
greater auantities than at any 
time since the late 1920's. 

On balance, the financing side 
of the picture does not support 


the thesis that capital expendi- 
tures must decline from present 
levels. 

What about the non-financial 


aspect of demand in this sector? 
Concrete clues for 1957 in the 


form of intention surveys are not 
yet available, and the argument 
must rely on more general analy- 
sis. 
lying demend is that the pres nt 
level of capital formation is higa, 
but there is no evidence that it 
is too high. Expected changes in 
population and in 
structure continue to indicate a 
very large need for new and im- 
proved capacity. Our prodigious 
expansion of productive capacity 
is being met by an equally pro- 
digious expansion in our capacity 
to consume. In addition there are 
two tactors 
create new demands for canacity. 
One is the rising backlog of tech- 
nological research and develop- 
ment which have not vet been 
translated into operating capacity. 
The other factor is the tremen- 
dous pressure of Russian compe- 


tition and its economic and mili- 


tary implications. 


Is Capital Outlay Too High? 

It is also necessary to remem- 
ber that dollar figures for gross 
domestic investment appear de- 
ceptively high. These figures in- 
clude a_ substantial amount of 
spending for replacement. Exact 
estimation is not possible, but 
certainly not more than one-halé 
of current spending is creating 
net new capacity. The enormous 
dollar figures also reflect sharply 
increased price-levels in the capi- 
tal goods sector. Take construc- 
tion spending, for an example. 
In the seven years ending 1956, 
we will have invested over $250 
billion in construction of all 
types. This is more than we in- 
vested in the preceding 27 years. 
If we adjust for the price fac- 
tor, however, construction volume 
in the pagt seven years is only 
one-half of that in the preceding 
27. If we further adjust for our 
larger population, construction 
volume per capita in the last 
seven vears is somewhat less 
than the corresponding volume 
was in the seven years from 1923- 
1929. Finally, adjustment for the 
higher standards now prevailing 
and for the fact that more con- 
struction is now needed for re- 
placement purposes would change 
the comparison even more, and it 
is no longer so obvious that we 
have been purchasing construc- 
tion at unsustainable levels. 

In fact, throughout the postwar 
boom in business capital spend- 
ing, the construction component 
has lagged the equipment com- 
ponent. This factor, plus the trend 
in new contracts for business con- 


are. 


too. 
with our money or tne” 


peaceful. 


My own estimate of under-- 


population- 


which continue to, 





struction, indicates a continuing 
increase in non-residentiat Cu.i- 
_Struction in 1957. Futhermore, 
developments we ere now wit- 
nessing in the machinery. and 


equipment sector will themselves 
induce further developments in 
Plait, Oluce wad Cuniiiacetae ~Ou- 
struction. Even if equipment 
purchases fall off, totak busiuess 
investment spending is likely to 
rise. 


The Outlook for 1957. 


Let us turn now to the tctal 
level of demand which. can be ex- 
pected from all segments in ‘the 
economy in 1957. Expectations 
for the third quarter of 1957 are 
shown in the table, and there 1s 
time only for a_ brief. comment 
on key sectors in the total picture. 

Federal Expenditures and Net 
Foreign Purchases. These two ele- 
ments of demand have. becii 
lumped together in the forecast 
because it is not possible at tiis 
time to predict the exact way in 
which an increased flow of goods 
and services to the rest of tie 
world will be firanced. However, 
there is little doubt that this f'ow 
must increase in 1957. Federal 
expenditures at home have also 
been increasing, and will possibly 
increase even more than has al- 
ready been anticipated. There can 
also be little doubt that state ayid 
local spending will continue their 
long-term postwar rise. Together, 
the expenditures listed togeimer 
under Group I in the table should 
increase by at least $5 billion. 
‘Consumer Investment. A decline 
in this sector was the prime source 
of weakness a year ago. A similar 
decline in 1957 is not evident to- 
day and there is a very good 
chance of a rise. 


Residential construction will 
probably continue to fall. New 
starts are now about 10% below 


the average rate for the first nine 
months of 1956, and considerably 
below the peak rate of 1.400,000 
registered in early 1955. The fall 
in unit starts has been offset in 
part and will continue to be offset 
by the increased size and costs 
of units being built. Thus dollar 
expenditures are still at higher 
levels than we have ever had, 
except in 1955. 

Clearly a good part of the de- 

cline in this seetor is a result of 
increased competition in the 
money markets. Some circles have 
been pressing for relief in the 
form of easier mortgage credit. 
Under our present system of 
monetary control, such relicf is 
neither feasible ror doesirehle. 
' There is no absolute shortage 
of loon funds. The construction 
industry a whole is coing a 
record volume of business and 
using a record volume of financ- 
ing. However, a greater proportion 
of men and materials and of fi- 
nancing is going into non-residen- 
tial construction. Creating easier 
credit through traditional means 
will not alter the relative position 
of residential construction in_ this 
total. It would simnly increase the 
amount of competitive biddin®# 
within the industry and thus lead 
only to an even greater rise in 
prices and wages than we have 
alreacy had. 

Suggestions have also been 
made for some special, non-tradci- 
tional cheapening of creeit di- 
rectly onlv to the residential 
sector. This could achieve its pur- 
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pose but. it would be just as 
inflationary under present cir- 


cumstances, In addition, it would . 
involve a breach in our system of 


allocating men and materials 
through the free play of market 
forces. Neither aspect. of. this ap- 
proach is desirable. Thus. far, 
avwever, the a@rnimpis w vOlsccr 
housing through the use of such 
special devices have been tried 
only on a very limited seale and 
as. such are not likely to achieve 
a turnaround in housing. starts. 
A more effective. and more desir- 
able, move would be to. change 
the FHA and .VA rates so. that 
they are once more in line with 
the rest of the money market. 
note: An increase from 
41%» to 5° FHA interest rate was 
made since this article was writ- 
ten. ] 


Consumer Durables to Offset New 
Ilomes 


The small deeline in consumer 
investment in new homes will 
probably be more than offset by 
increased demand for durable 
soos, especially autos. The prin- 
cinal factor at work here is the 
rolafion hetween extensions and 
repayments of instalment. loans. 
Ty the third ouarter of 1954, exten- 
sions and repayments are roughlv 
eaual. The introduction of new 
car models stimulated an increase 
in the level of extension. At the 
some time. loan maturities were 
also lengthened. As the repay- 
ment rate tended to les the exten- 
sion rate, the rate of net exten- 
sions grew. By the third quarter 
of 1955, these net extensions were 
running at about a $6 billion rate, 
and one result was a record vol- 
ume of consumer durable sales. 
Although gross extensions re- 
mained at the .new high level, 
the repayment rate continued to 
increase. By. the third quarter of 
1956, net extensions were once 
again down to nearly zero. At this 
point, demand in the new car 
market, as well ias in other dur- 
able markets, is once again being 
subjected to the stimulus of new 
and better products. Under the 
circumstances, it is highly likely 
that gross extensions will again 
show a rise. The repayment rate 
will lag. and the effect of net 
eredit will again swell the volume 
of consumer durable purchases. 

Consumption and Inventory De- 
velopments. Business . inventories 
»t the end of September were at 
the record level of $861 billion— 
a rise of $F 15 billion in book valuc 
from a vear ago. This rise has not 
been fully matched by a corre- 
snonding rise in product. sales, 
Poth prudence and the tight 
monev situation suggest that fur- 
ther inventory accumulation can- 
not be expected in the near fu- 
ture. On. the other hand, the 
expected growth in sales, even at 
a minimal rate, can be expected 
to bring the inventory-sales ratios 


down to year-ago levels without 
anv need for general inventory 
liaquidstion, In short, inventory 


acouisitions cannot be expected to 
provide the extra demand they 
hove been nrovidine this vear. hut 
it tc unlikely that inventorv liqui- 
Cation will act as a net deterrent 
to high production rates next year. 

Sales to the consumer sector 
have continued to grow even in 
the face of a number of economic 
uncertainties in 1956. In the ab- 
sence of similar uncertainties in 
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Net foreign purcnases 
Sub-total ; 
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Total 
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(1 


- 
yn Sector— 


goods and 


services 


(2) 
(3) 


Investment 
Consumer Investment Sector 
Residential Construction 
Consumer durables 

Total 
(4) Consumer 


(5) 


(6) 


Non-duran'2s & Service 
Accumiuiatia 


Total Gross 


Inventory 


Nationa! Product 


3rd Quarter 3rd Quarter 3rd Quarter 3rd Nvnarter 
1954 1955 1956 1957 
Actual Actual Estim, Forecast 
$47.7 $45.6 $47.2 
—.6 1.7 { 
47.1 45.4 43.9 51.5 
23.9 9 33.1 35.5 
75.1 74.6 82.0 87.0 
36.9 41.4 47.6 49.0 
14.2 iz 15.4 14.5 
29.4 37.2 33.0 36.5 
43.4 54.4 48.4 51.0 
293.5 229.5 234.9 246.0 
—4.4 3.4 2.0 : 
$359.5 $395.5 $414.0 $433.0 
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1957, there is no reason to expect 
a slowdown in this growth. 

The total eutlook adds up to a 
gross products of about $433 bil- 
lion by the third. quarter of 1957 
with a-corresponding rise in per- 
sonal-income. Two sectors of in- 


come haye been subject to pressure 


in recent years: farm income and 
duiail DUSsNess income. Measures 


.to increase farm income are now 


meeting with some success and 
sector should — strengthen. 
Similar -relief to small business 
has been widely suggested and it 
is likely that this will be achieved 
soon through tax reduction in the 
under. $25,000 corporate tax 
bracket. Both factors will tend to 
widen the seope of expected in- 
creases in personal income. 


Monetary Policy 

No analysis of 1956 and 1957 is 
complete without some attention to 
the matter of monetary policy. 
This is already a _ controversial 
subject and the controversy is 
likely to increase rather’ than 
diminish in the near future. Many 
basic issues of significance are 
involved, particularly during pe- 
riods such as we are now having 
—nerioacs of high level activity 
within which there are continuous 
readjustments of demand and sup- 
ply among sectors in the economy. 
Monetary management has 
three tasks to fulfill. Jt must en- 
courage the smooth flow 


of re- 
sources between sectors in re- 
sponse to changing patterns of 


demand. I put this first, because it 
is frequently forgotten. The sec- 
ond task is to encourage long- 
term growth and to prevent over- 
all declines from developing. The 
third task is to prevent a general 
price rise. , 

In theory. there is some precise 
level of monetary ease or strin- 
gency which will serve all three 
aims perfectly. In practice, it is 
becoming increasingly apparent 
that there is no single level of 
monetary ease or stringency 
which will achieve all three of 
these aims perfectly within the 
kind of economic and institutional 
environment we now have in the 
United States. 

The arguments which underlie 
this judgment are as follows: 

The various sectors of the econ- 


omy have not been moving uv 
and down in unison even in a 
broad sense of the term. Instead, 


we have had a complex of oppos- 
ing and conflicting shifts in de- 
mand. This is all to the good, but 
it makes over-all monetary man- 
agement extremely difficult. The 
amount of crecit (even if it could 
be precisely determined) which is 
just “right’’ for keeping the econ- 
omy as a whole at a desirable 
level con lead to excess demand 
in specific sectors and to price 
rises in these sectors. These rises 
get built into our price system. 


Price Stickiness 
Because 


of institutional prac- 
tices and attitudes, price declines 
in the not-so-prosperous sectors 


do not take place readily to offset 
the effect of rising prices in the 
booming sectors. Thus, with al- 
ternating sectors of high and ris- 
ing demand, the general price 
level tends to creep upward even 
if there is no demonstrable excess 
in over-all demand relative to 
over-all supply. This movement 
of prices is aggravated by the fact 
that rising prices in the expend- 
ing sectors are not only not offset 
by declining prices in the sectors 
with shrinking demand; they ac- 
tually cause price rises in all sec- 
tors. This is a result of a number 
of institutional practices with re- 
spect to price and wage policies 
such as cost-of-living wage incre- 
ments, cost-plus pricing policies. 
long-term wage bargaining, and 
farm price supports. An addition- 
ai fact of importance is that, in 
order to reverse a general down- 
turn in business, when this occurs, 
the monetary authorities must 
create a situation of genuine ease 
in the money market. When re- 
covery does take place, it is usu- 


ally sparked by very high activity 
in one or two sectors accompanied 
by continued shortage of demand 
in other sectors. Price rises then 
begin. even before full employ- 
ment conditions are achieved. As 
we have seen, these price rises can 
spread to other sectors without 
the development of excess de- 
mand. Since the entire appara- 
tus of monetary control operates 
through its influence on demand, 
there is no precise level of action 
that can possibly produce both the 
right level of demand and a per- 
fectly stable price level. 

I am not suggesting that these 
observations should lead us to 
abandon our newly achieved re- 
liance on general control by an 
independent Federal Reserve Sys- 
tem. In fact, any move to subject 
the Federal Reserve to adminis~ 
trative controls on the grounds 
that it cannot do a perfect job 
would simply ensure that an even 
less perfect job would be done. 
The solution lies elsewhere. One 
way would be for the government 
to control the kind of wage and 
price practices that lie at the root 
of price inflation during periods 
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in which excess demand cannot 
be demonstrated. The other way 
would be to face the fact that we 
cannot achieve full economic 
growth and high levels of actiy- 
ity without a general secular rise 
in the price level of about the 
magnitude we have had since late 
1952. Even during this period of 
near-perfect monetary and fiscal 
management, and in spite of one 
mild downturn in aggregate activ- 
ity and many downturns in seg- 
ments of activity, the price level 
has risen about 1% per annum. 
Excluding the farm sector, the rise 
has been even greater. 


$500 Billion GNP by 1960 


These observations have im- 
portant consequences for long- 
range planning eat all levels of 
economic analysis. Four years 
ago, for example, the President 
talked about a $500 billion econ- 
omy by 1965. At our expected 
rate of growth, and taking the 
minimum, inevitable, price rise 
into account, I would be very 
much surprised if we are not at 
the threshold of a $500 billion 
economy by next election day. 
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News About Banks and Bankers 


President on Jan. 1, 1947 and be- 
came officer in charge of the 
bank in Roanoke on Sept. 1, 1948. 
He was elected Senior Vice-Pres- 
ident on Oct. 7, 1955. Mr. Orgain 
was elected Assistant Cashier of 
the bank Jan. 11, 1946, and Assist- 
ant Vice-President Dec. 12, 1949. 
On Jan. 17, 1950, he became As- 
sistant Manager of the Fourth 
and Grace Streets office and was 
named officer in charge of that 
office on Nov. 21, 1955. 


Mr. Deane joined The Bank of 
Virginia on Aug. 3, 1953, as As- 
sistant to the President. Mr. 
Campbell joined the bank’s staff 
in Norfolk, July 1, 1952 and was 
Ciccucu srossscaiut Casuier vec. 10, 
1954. Mr. Gills entered The Bank 
of Virginia in Roanoke in March, 
1949, and was elected an Assistant 
Cashier Dec. 5, 1952. Mr. Smith 
was elected Assistant Cashier of 
the Bank of Virginia in June 1951. 
Mr. Whitt began his banking 
career with The Bank of Virginia 
in April, 1937, and was made As- 
sistant Cashier in July, 1948. 


As of Nov. 27 the Midland 
National Bank of Minneapolis, 
Minn., reported a capital of $2,- 
000,000, enlarged from $1,000,000 
by a stock dividend of $1,000,000, 
consisting of 20,000 shares, par 
value $100 each. 


The formation of a new bank 
in Lake Worth, Fla., is announced 
by the U. S. Comptroller of the 
Currency. The bank has _ been 
chartered ugder the name of the 
Commerce National Bank in Lake 
Worth, with a capital of $350,000 
and surplus of $150,000. H. G. 
Baur heads the primary organiza- 
tion as President while O. G. 
Locher is designated as Cashier. 


The issuance of $100,000 of new 
stock by the First National Bank 
of Lafayette, La., has increased 
the capital of the bank from 
$500,000 to $600,000 effective Nov. 
29. The new stock consists of 
60,000 shares, par value $10 per 
share. 


Announcement has been made 
by the Citizens National Trust & 
Savings Bank of Los Angeles that 
on Nov. 20 the directors of the 
bank had declined a new pro- 
posal dated Sept. 20, 1956, made 
by First Western Bank and Trust 
Company, of San Francisce, for a 
statutory merger of Citizens into 
First Western under the name of 
Citizens First Western Bank. The 
proposal, it is stated, was on a 
basis of one and three-quarters 
shares of First Western stock for 
each full share of Citizens stock. 


To quote from the announcement 
of the Citizens: 


“This is the second merger pro- 
posal received by Citizens from 
First Western within 14 months. 
The first proposal dated Aug. 15, 
1955, was on the basis of one and 
one-half shares of First Western 
stock for one share of Citizens 
stock. The first offer was declined 
by Citizens board of directors on 
Sept. 15, 1955. The resolution of 
Citizens board of directors declin- 
ing the new merger proposal 
stated that in the opinion of the 
board the proposal would not be 
in the best interests of Citizens 
National Trust & Savings Bank 
or its shoreholders.”’ 


E. C. Sammons, President of 
the United States National Bank 
of Portland, Ore., has announced 
the appointment of a new branch 
manager and a number of assist- 
ant managers for Oregon’s state- 
wire banking system. Manager of 
the bank’s new Eastport Plaza 
branch, which opened in Portland 
on Dec. 15, is J. Allan Gard. Wil- 
liam W. Taylor was named to the 
staff of the new branch as Assist- 
ant Manager. Other new Assistant 
Managers and their branches are: 
Frank L. Chambers, Peninsula 
branch in Portland: Harold H. 
Searcey, Athena; Shirrel R. Doty, 
Medford; Carroll D. Ashbaugh, 
Corvallis; and Theodore A. Ber- 
gold, Grants Pass. 

us 3s * 

The board of directors of the 
Canadian Bank of Commerce, 
head office, Toronto, have de- 
clared a dividend at the rate of 
35 cents per paid share in Cana- 
dian funds on the outstanding 
capital stock of the bank for the 
three months ending Jan. 31, 1957. 
An extra dividend has also been 
declared at the rate of 20 cents 
per paid share in Canadian funds 
on the outstanding capital stock 
ef the bank. Both dividends are 
payable at the bank and _ its 
branches on Feb. 1, 1957 to share- 
holders of record Dec. 31, 1956. 


Joins Frank N. Warren 


(Special to THe FINANCIAL CHRONICLE) 

EMPORIA, Kans. — Donald L. 
Clugston has joined the staff of 
Frank N. Warren & Company, 
Inc., Citizens National Bank 
Building. Mr. Clusston was 
formerly with Reinholdt & Gard- 
ner and Dempsey-Tegeler & Co, 


William B. Fullerton 


William B. Fullerton, member 
of the New York Stock Exchange, 
passed away Nov. 27th after @ 


brief illness. 
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Tight Money and Business Volume 


was in new issues net of retire- 
ments. 

Fixed capital expansion on tne 
part of industry is tangible evi- 
dence that enterprisers expecta- 
tions about the future are gooa. 
Business men are optimistic about 
what lies ahead and some expect a 
30% increase in volume within 
the next 10 years. Under such 
cireumstances, especially when 
curporate inmcome taxes are as 
high as at present, it would take 
rcuch higher interest rates than 
now prevailing to deter business 
horrowing. After all. an increase 
of 1% in interest charges actu- 
ly costs most borrowing com- 
panies less than half of 1%. Ac- 
celerated depreciation acts as an 
widitional stimulant. 


Consumer Spending 


When we turn our attention to 
individual demand fer credit. we 
find that despite some. etfuris 
toward ‘estriction, individuals 
have increased their demand for 
loanable funds to a record level. 


(utstanding non-farm residential 
rortgages in June of this year 
2snounted to over $94 billion, 
v hich was $12 billion more than 
in June of 1955. It true that 
residential construction, in terms 
of number of dwelling units built, 
«: down from 1.3 million in 1955 
to an annual rate of less than 1.1 
million this year: but dollar vol- 
«me is not far from its last year's 
ievel due to higher costs and to 
the construction of bigger houses. 

For the first eight months of 
tis vear, consumer credit was 
running about $5 billion ahead of 
Jast year, with about two-thirds of 
“ne increase taking tic form of 
installment credit. 

Without further analysis, it is 
<iear that in the aggregate the 
semand for money has not onlv 
remained very active, but it has 
iacreased in every category. Com- 
sng at a time when the economy 
‘3 Operating at near capacity, with 


is 


minimum of unemployment, 
«redit expansion would seem to 
Je inflationary. On the other 


hand, one can argue that with (1) 
growing population, (2) an 
«ver-rising standard of living, (3) 
continued need fer a major de- 
‘iense program. and (4) new in- 
eustrial horizons made possible 
iby scientific progress, we are fac- 
tag a period of economic expan- 
sion which could last several 
years. If the latter position be 
coue, then the economy requires 
«redit to sustain that expansion— 
and that is important to you as a 
Sales Manager. 


Insufficient Savings 


Funds to support an increase in 
ge aggregate amount of loans 
sad investments must come from 
either savings or from the crea- 
tion of new money. or from a 
combination of these. The cur- 
rent “tight money” situation in- 
silicates clearly that supply has not 
f.ept up with demand. In other 
words, the fiow of money into 
Savings institutions, the retention 
of business income, and the cre- 
ation of new money this year 
have been insufficient to meet in- 
<reased requests for  loanable 
funds and for investment money. 
And the same was true in 1955._ 

This does not contradict the fact 
mentioned earlier that credit has 
ween available. What has hap- 
pened is that lending institutions 
have drawn upon their previously 
accumulated super-liquidity px si- 
taon to meet the excess of current 
«iemand over current supply. Ina 
atther words, commercial wanks. as 
an example, have reduced their 
holdings of government securities 


fo obtain funds to lend at more 
attractive rates. Life insurance 
<ompanies and other institutions 


have done likewise. 
It is significant to observe that 


since 1940, there have been seven 
different years in which gross 
private savings failed to match 
gross investment (which includes 
loans). These years were the six 
of the seven years immediately 
following World War Il, begin- 
ning with 1946 and extending 
through 1951. On the other hand, 
the war years 1941-1946 were 
years when savings greatly ex- 
ceeded private demand for funds, 
iargely due to the effects of def- 
icit Federal finaneing for military 
purposes and to restrictions on 
non-military spending. in other 
words there was sufficient carry- 
over of savings from the war pe- 
riod to meet large credit and in- 
vestment demands in the postwar 
period. When war-time cordi- 
tions returned with the Korean 
conflict, deficits also returned, 
and again in the years 1952-1953 
and 1954, gross private savings 
exceeded gross investment. 

When life insurance companies, 
savings and loan associations, sav- 
ings banks, and commercial banks 
began to sell their governments to 
obtain funds for other uses, we 
most assuredly would have ex- 
perienced a “‘tight monev” con- 
dition in the early postwar perioa 
had not the Federal Government 
supported the market for its own 
securities. This was accomplished 
through Federal Reserve policy 
and through purchases of secu- 
rities for U. S. Government in- 
vestment accounts. 


Sound Money Since 1951 

The support of government se- 
curities had the effect of turning 
part of the Federal debt into 
money and, of course, was inila- 
tionary. 

Sound dollar money — policy 
came into existence in 1951. In 
1955 the term “tight money pol- 
icy” of the Federal Reserve Sys- 
tem came into being. Under this 
system, the Federal Reserve did 
not take any currency out of cir- 


culation, they just declined to 
further augment the money in 
circulation. The raises that were 
announced in the rediscount rate 
followed the increased interest 
rates. by private lenders. The 
Federal Reserve did not lead the 
interest rise parade. 

As a result of this policy, we« 


are seeing a depressed bond mar- 
ket—not just the market for gov- 
ernment securities but for indus- 
trials and all credit issues bearing 
a coupon rate below the current 
yield on money. On Oct. 31, only 
two out of 33 issues of marketable 
Federal securities were selling at 
par or above, and both of these 
were issues carrying special tax 
concessions, being subject to sur- 
tax only. Together these two is- 
sues amount to only $2.4 billion 
out of a total of $133 billion of 
marketable Federal securitics, ex- 
cluding Treasury bills. Aggregate 
market value of Federal bonds, 
notes, and certificates was $5 bil- 
lion below par on Oct. 31. Soime 
issues were selling at almost 10°, 
below par. A year ago, the larg- 
est discount on any Federal issue 
was only about 415%. 


Some of us here remember 
what happened following World 
War I. Government bonds were 


allowed to seek their level with- 
out support; and they went to as 
much as 20% below par, despite 
the fact that the coupon rate con 
some of the Liberty Loan issues 
was as high as 444%. The shorter 
term Victory notes actually 
rates as high as 434%, 

The demand tor funds following 
World War I great rela- 
tive to supply, that money market 
interest rates 
rates of 


bore 


Was so 


conceded coupon 
governments and drove 
bond prices down — just as has 
been happening recently. 
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Reducing Federal Debt 

However, government bonds: 
climbed back to par in the °20s 
as demand for loanable funds pe- 
gan to equate with savings and as 
the Treasury retired the Federal 
debt from $25 billion in 1919 to 
$16 billion in 1930. 

The current situation is some- 
what different. The Federai debt 
is over 10 times as great as the 
World War I debt, and there are 
no prospects of our being able to 
reduce it by 36% in a short period 
of 10 years as was the case in the 
‘20s. In order to do so, we would 
need a Treasury surplus of aimost 
$10 billion a year. That is weil- 
nigh impossible. 

Ot course, the demand 
money by other users may he 
great that further advances in in- 
terest may develop. At present, 
that seems quite likely, and if it 
does develop, the bond market 
will be depressed even more. 

It is difficult to prove convinc- 
ingly that “tight money” has 
caused any serious trouble to date 
in the nation’s economy. Business 
is operating near full capacity 
and is setting new records in 
many oi its segments this year. 
Employment is at an _ all-time 
high. Personal disposable income 
is the yreatest in our history. 
Sales in most lines have surpassed 
anything we have ever seen. The 
Christmas season of 1956 prom- 
ises to eclipse all others in dollar 
volume of sales—as all of you 
Sales Managers know. 


fo. 
SO 


Interest Rates Are More Normal 

Looking as objectively as pos- 
sible at the financial situation, I 
sec nothing alarming about what 
has developed. Interest rates to- 
day are more nearly normal than 
they have been in a long time. 
Certainly the cost of money is 
more in line with costs of every- 
thing else. Further’ inflation, 
which we all said we did not 
want, would have been inevitable 
had the government and the Fed- 
eral Reserve repeated the policy 
of the postwar years. 

We should keep in mind, how- 
ever, that the primary cause of 
the “tight money” condition arises 
from the expansion of credit de- 
mand at a greater rate tnan sav- 
ings and new money are created. 


No one knows how long this wilt 


continue—and all of you should 

think about this in vour Sales 

plans for the months ahead! 
Money supply and money de- 


mand may stabilize the latter part 
of 1957, and, if so, interest rates 
will no longer rise. This need not 
mean that credit use would fall 
ott. A hign level of business ac- 
tivity could be maintained merely 
from the revolving of credit: ma- 
turing obligations supplying funds 
to meet the demand for credit. 


Interest Rate Costs 
We have reason to believe that 
if the monetary situation does be- 
ein to show convincing evidence 
of having a depressing effeet upon 
the economy, the Federal Reserve 


will take appropriate action. In 
the meantime, it seems that in- 
flationary forces have been re- 


duced to such an extent that we 
can hazard the assertion that tne 
increase in interest costs to busi- 
ness are meager compared with 
the increased cests of materiais 
and other things bought by busi- 
ness that would have resulted 
from further inflation. The same 
would hold for the consumer — 
that is the key for a Sales Man- 
ager to recognize and be ready 
to act in your own business! 
Barring involvement in World 
War III and assuming no develop- 
ment of a wild speculative orgy, 
1 see no reason to suppose thal 
credit demand and supply will not 
ultimately come into balance. 


Tight Money Results 
Gettine back to my. subject 
“Tight Money and Sales,” let’s re- 
view briefly the results as of 45 
days ago of the “tight money pol- 
icy.” 
(a) The government is paying a 


higher rate of interest on all new 
offerings. 

(b) Corporations and individ- 
uals are paying higher rates of in- 
terest. 

(c) The price of government 
and municipal bonds and corpo- 
rate issues have been depressed. 

(d) Automobile sales are below 
the same period for 1955, and the 
lack of sales has been charged to 
“tight money”; however, we are 
lea to believe that overselling 
of the market in 1955 is the major 
cause. It is well to know that as 
of July of 1956, automobile in- 
stallment notes totaled $15 billion 
as against $13 billion in 1955. 
Credit is available for financing 
automobiles 

(e) Fewer homes were started 
this year than last. In fact, 559,000 
units were started in 1956 as com- 
pared to 685,000 for the same pe- 
riod last year. Some of the slump 
in starting is evidently due to un- 
realistic interest rates on GI and 
FHA loans. I am inclined to be- 
lieve that over-building in some 
sections is the main reason for the 
falling off of new homes. Even 
so, one million houses a year is 
good. 

({) Business inventories are 
larger than last year. At the end 
of July, 1956, there were $25 bil- 
lion as against $79 billion in July 
of 1955. This increase was due 
partly to the rise in prices and 1 
doubt whether the present money 
policy contributed to any great 
extent to the rise in inventory. 

(g) There are approximatcly 
$130 billion in government bonas 
now selling helow par, and sev- 
eral billion municipal securitics 
are doing likewise. They are out 
of circulation and their with- 
drawal had the same effect as 
practically freezing movement of 
that much currency. 

(h) The great impact of “tizht 
money policy” has been most pro- 
nounced on Commercial banks. 
Loans have increased $17 billion 
since Jan. 1, 1955. Securities have 
been sold to make this amount ol 
lending possible and deposits have 
not increased in keeping with the 
increase in loans. Banks are col- 
lecting more interest and they 
are paying more interest. 

From the problem of a Sales 
Manager, it is well to enumerate 
what the “tight money policy 
has not done from a standpoint of 
your sales results. 


Little or No Effects 

“Tight money” has had litile or 
no effect on sales of consumer 
goods as of the end of September, 
as evidenced by an increase in 
sales in 1956 over the same pc- 
riod for 1955. 

Commodity sales are higher ex- 
cept automobiles and automobi.c 
accessories. 

Retail food store sales increased 
by 6%. 

Eating and drinking places sales 
increased by 6%. 

General merchandise 
creased by 5%. 

Furniture and appliance 
sales increased by 7%. 

Apparel store sales increased bs 
8%. Gasoline sales increased bs 
11%. 

All-over sales of every kind in- 
creased by 4% over last vear. 


sales in- 


store 


“Tight money” did not stop 
plant expansion. 
$20 billion in 1954 
26 billion in 1955 
36 billion in 1956 
$82 billion in all three years 
High interest rates have de- 
terred some corporations from 


makiig 
of them 


public offerings and many; 
have called on banks 


LO 


supply their need temporarily. 
The expansion of business atid not 
“tight money” has brought about 
the shortage of available funds. 

“Tight money” did not affect 
the purchase ot goods by local 
governments as evidenced = by 
$32.6 billion in the second quai- 


ter of 1956 as compared to $295 
billion in the same period of 19). 


... Thursday, December 13, 1956 


No Effect on Wages 

“Tight money” has had no ef- 
fect on wage rates. This is no 
oddity since labor unions as a rule 
concern themselves with obtain- 
ing the largest possible increase 
in wages without giving attention 
to money markets and inflation- 
ary pressures. 

Regardless of “tight money pol- 
icy,’ so long as wages are raised 
at intervals and passed on to the 
public, we shall have inflationary 
tendencies. 


It is well to make the following 
comments 1 conclusion. The ad- 
vancing sections of our econemy 
counteracted the declining sec- 
tions, and there was weakness 
only in automobiles and housing. 
All others were strong. 

Personal income kept step with 
personal debt, and it is encour- 
aging to note that more than one- 
half of the family spending units 


in America have no installment 
debt at all. Only 12% of ail 
spending units have fixed pay- 


ments for installment credit which 
require more than 20% of their 
disposable income. Individuals 
are more cautious and are more 
eareful in safeguarding their 
budget requirements. 


No Sight of Decline 


Fortunately, Salesmen and Sales 
Managers have to be smart, keen 


and optimistic — and the “key 
team member” of our great econ- 
omy. Then we might ask—when_ 


will a business decline 
No exact date can be anticipated. 
We believe this will not come un- 
til unemploymenvt materially in- 
creases thus reducing purchasing 
power. Unemployment can come 
only if construction is greatly cur- 
tailed for any reason, or when 
the capacity for the production of 
goods has been exercised to the 
extent that we have large unsola 
inventories. These regative forces 
do not seem to be in the offing at 
this time to the extent that anxi- 


ety should develop: therefore, 
tight money should not greatly 


reduce sales within the immediate 
foreseeable future. 

Our economy is 
namic and sound. The popula- 
tion is increasing at the rate of 
three million persons per year; the 
standard of living is rising, and 
research is opening new norizons 
every day. We would hazard an 
opinion that the first six months 
of 1957 will see even greater ac- 
tivity and that plant expansion 
will reach its peak. Money will 
be tighter than now and prices 
will be up a little. Interest will 
likely make some further ad- 
vances. Business confidence is 
high and salesmen may be sure 
they will have every opportunity 


essentially dy- 


to demonstrate their keen sales 
acumen and reap satisfying re- 
sults. 

So let’s proceed with con- 
fidence. 


Form Basic Investors 


Basic Investors, Inc. has been 
formed with offices at 15) Nassau 
Street, New York City, to engage 
in a securities business. Officers 
are Jay M: Marcus, President and 
Treasurer; Reubin Marcus, Vice- 
President: and Marris A. Marcus, 
Secretary. 


Form Nance Inv. Co. 
(Special to THe FINANCIAL CHRONICLE) 
LOS ANGELES, Calif.—Nance 
Investment Company has been 
formed with offices at 417 South 
Hill] Street to engage in a secu- 
rities business. Officers are Guy 
R. Nance, President; Stuart A 
Cummings, Vice-President; and 
Houston H Slate, Secretary- 
Treasurer. 


George S. Braun 
George S. Braun passed away at 
the age of 75 following a long ill- 
ness. A former member of the 


Philadelphia Stock Exchange, he 
had in the past been with the firm 
of Ware & Keelips. 
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in judgment—sincere differences. 
We do not undertake—and I do 
not see how it could be otherwise, 
short of some form of dictatorship 
—to say how a given supply of 
credit shall be allocated. 


Reliance Upon Market’s Judgment 


Experience would seem _ to 
demonstrate that allocations of 
credit determined through the 


market process are to be preferred 
to judgments — or guesses — of 
public authorities, however well- 
intentioned. I was told recently of 
a tongue-in-cheek sign that hung 
in a Washington office some years 
ago. It read: “Our guess is always 
best.” It may be that collective 
judgments expressed through the 
market process are not always 
best, but that process is consistent 
with our heritage and our insti- 
tutions under which direct gov- 
vernmental intervention in eco- 
nomic affairs is confined largely 
to broad, general policies neces- 
Sary to protect and promote the 
public interest. 

At any given time the economy 
is capable of producing a volume 
of goods and services limited by 
currently avattable resources, 
‘human and material. The diffi- 
‘culty throughout this year has 
been the attempt to crowd too 
much into a given time period— 
demand, in brief, has been press- 
ing strongly against the supply 
of laber and materials. 


Is More Money Needed? 


Creating more money won’t 
. produce more ‘things when the 
economy is running at peak levels. 
A choice has to be made—and the 
public in the end has to make the 
_choice of whether we shall have 
more of this and less of that. We 
_can have, in a given period, just 
so many houses, automobiles, 
household appliances, schools, 
manufacturing plants, and a myr- 
- jad other things, ineluding ships, 
planes, submarines, and other es- 
sentials of defense. Under present 
conditions, something has to be 
given up at least for a time. 
Throughout this year the com- 
bined demand for funds for 
credit—coming from virtually all 
sectors of the economy has been 
at an all time high. It has outrun 
the available supply. Contrary 
to some impressions, the Reserve 
System has not reduced the 
money supply; in fact the money 
supply has continued to increase 
this year though at a lesser rate 
than in 1955. Moreover, the turn- 
over—the velocity—of the exist- 
ing money supply has greatly in- 
creased. Although the so-called 
“tightness” of credit is often at- 
tributed to an insufficient supply 
of money, the fact is that the 
tightness results from the volume 
znd intensity of demand. 


Would Not Create More Goods 


The great bulk of loanable 
funds represents savings of the 
community made available to bor- 
rowers directly or through finan- 
cial institutions other than com- 
mercial banks, such as mutual 
savings banks, insurance compa- 
nies, savings and loan associations, 
private and public pension funds, 
finance companies, corporations, 
and individuals. It is often for- 
gotten that when the commercial 
wanking system expands its loans 
and investments, it generates new 
money. When, as has been the 
case this year, aggregate demands 
for credit have exceeded savings, 
the only way to finance them all 
would be by an even greater ex- 
pansion of bank-credit — that is, 
by generating still more money. 
And as I nave emphasized, creat- 
mg more money will not create 
rnore goods. It ean only intensify 
demands tor the current supply 


of labor and materials. is 
outright inflation. 

The Reserve System—and it is 
a nationwide system of 12 Federal 
Reserve Banks with 24 branches 
having ail told some 260 directors 
representing varied walks of life 
—is united in the conviction that 
the best course is to do what the 
System can do, to restrain ex- 
cesses arising from monetary 
causes. It has been estimated that 
a rise of only one point in the 
consumer price index (BLS) 
would cost the American public 
$212 billion a year. 

The Federal Reserve System 
has been devoting its efforts, 
through varying times and cir- 
cumstances, to assuring monetary 
and credit conditions that would 
help to foster high levels of busi- 
ness and employment, maintain 
the stability of the currency, and 
promote sustainable growth in the 
economy. 


That 


Leaning Against the Breezes 


The System has sought to keep 
constantly alert to changes in 
economic and financial conditions, 
and to adapt its operations ac- 
cordingly — leaning against the 
breezes of inflation and deflation 
alike, as I have put it a number 
of times. 

Thus, when the economy had a 
downturn in 1953, the Reserve 
System acted promptly to stimu- 
late credit expansion to help halt 
the decline and foster the re- 
covery that began in 1954 and 
carried through into 1955. As we 
moved from recovery to boom in 
1955 and on through 1956, and as 
the economy in general pressed 
against the limits of immediate 
capacity, the System took steps to 
keep expansion of credit within 
the limits of the growth in re- 
sources so as to discourage ex- 
cesses that would inevitably pro- 
duce higher prices and severe 
economic maladjustments. 


Focussing more closely on the 
events of 1956, it was apparent 
there were positive inflationary 
dangers inherent in superimposing 
a massive increase in business 
investment on an economy al- 
ready featuring high utilization 
of resources and upward price 
pressures. In this situation, to 
supply on easy terms all of the 
credit desired by prospective in- 
vestors would have increased in- 
flationary bidding for available 
resources, especially in the sectors 
of capital equipment and con- 
struction. It also would have in- 
volved a rise in the volume of 
outstanding credit, and in com- 
mercial bank credit and demand 
deposits in particular, that would 
compound the threat to economic 
stability and sustained growth. 

Despite the restraint on credit 
growth and spending capabilities 
imposed by monetary policy, de- 
mands in many sectors have risen 
more rapidly than was consistent 
with price stability. The price ad- 
vances that began in 1955, after 
several years of stability, con- 
tinued during 1956, as output in 
a number of key areas pressed 
against the limits of capacity. 
Price increases have been par- 
ticularly marked in sectors af- 
fected by investment expenditures, 
in machinery and _ construction 
lines and, affected in part by 
them, in metals and metal prod- 


ucts. These are the areas in which 
the restraint imposed upon cur- 
rent expenditures by monetary 
policy was, quite possibly, the 


heaviest. It is in these sectors that 
such additional demand as would 
have resulted from easier 
would have been concentrated. 
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Bank Credit and Money Supply 

Despite the strength of credit 
demands, growth in total commer- 
cial bank credit was limited to a 
moderate rate, below the average 
of the postwar period and some- 
what lower than in the corre- 
sponding period in 1955. Thus, the 
increase in total loans and in- 
vestments of commercial banks 
in the 12 months ending with 
October was held to 2%, and 
growth in the privately held 
money supply — demand deposits 
and currency—to about 114%. 

Restraint on expansion in- bank 
credit and the money supply this 
year contrasts with the rapid in- 
crease that occurred from mid- 
1953 through 1954, even though 
loan demands then were generally 
less active. During that period, 
policy was directed toward assur- 
ing ready availability of credit 
in the economy generally, and 
toward creating liquidity condi- 
tions favorable to revival and 
expansion. In part the develop- 
ments since 1954 should be in- 
terpreted as a transition from a 
time of ready availability of re- 
sources, reduced demands for 
credit, and a monetary policy of 
active ease to a time of intense 
utilization of resources, very 
strong credit demands, and a 
monetary policy directed to re- 
straint of inflationary forces. 

Just now, the year is coming to 
a close with demands still out- 
pacing savings, with personal in- 
come at a new high annual rate 
of over $332 billion in October 
—$21 billion above the rate a year 
ago — and international disturb- 
ances that could add to further 
overstraining of our resources, It 
is a situation that calls for alert- 
ness, aS well as prudence and 
restraint, on the part of Govern- 
ment, business, finance, labor and 
agriculture. 


Today’s Problem 


Basically, the problem confront- 
ing us now—in contrast to that of 
the early 1930’s — is not one of 
creating millions of jobs overnight 
to cure mass unemployment, but 
one of sustaining the millions of 
jobs we have today and fostering 
new job opportunities for an ex- 
panding working force tomorrow. 

Meeting that problem requires 
that the efforts of all of us be 
directed to preserving the stabil- 
ity of the economy, and the stabil- 
ity of the dollar that underlies it, 
so that we may move steadily 
along the road to a higher stand- 
ard of living for all. 


Three With Calif. Investors 


(Special to THe FrnaNcraAL CHRONICLE) 
LOS ANGELES, Calif.—Roy T. 
Margrave, Samuel Publicker and 
Jack R. Schoen are now with 
California Investors, 3932 Wilshire 
Boulevard. 


With Fusz-Schmelzle 


(Special to THE FINANCIAL CHRONICLE) 
JACKSONVILLE, Ill. — Harvey 
H. Green has been added to the 
staff of Fusz-Schmelzle & Co., 
Inc., 230 West State Street. 


R. F. Campeau Adds 


(Special to THE FINANCISL CHRONICLE) 
DETROIT, Mich. — Richard J. 
Gutow is now affiliated with R. F. 
Campeau Company, Penobscot 
Building. 


Form Safeway Inv. Corp. 

ORLANDO, Fla.—Safeway In- 
vestment Corporation is engaging 
in a securities business from of- 
fices at 64 North Court Street. 
Officers are Carr W. Turner, Pres- 


ident: Hershell G. Stuart, Vice- 
President and Treasurer; and 
Donald Walker, Secretary. Mr. 


Turner was previously with East- 
ern Securities Corp. 


Frank E. Gernon 
Frank E. Gernon, Partner in 
Carl M. Loeb, Rhoades & Co,, 
passed away Dec. 1 at the age of 71. 
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Aetna Life Insurance Company: 
Its First Hundred Years—Rich- 
ard Hooker—Aetna Life Insur- 
ance Company, Hartford, Conn. 
(cloth). 














Automatic Technology, an anno- 
tated bibliography—U. S. De- 
partment of Labor, Bureau of 
Labor Statistics, 341 Ninth Ave- 
nue, New York 1, N. Y. 45c. 


Business English—J. Harold Janis, 
Edward J. Kilduff and Howard 
R. Dressner — Barnes & Noble, 
Inc., 105 Fifth Avenue, New 
York 138, N.-¥s (paper) $1.75. 


Capital Gains Opportunities for 
The Average Taxpayer — In- 
cluded with trial subseription 
to ‘Research Institute Recom- 
mendations” at $24 — Research 
Institute Recommendations, 589 
Fifth Avenue, New York 17, 
‘i Fa & 


Employee Interest in Company 
Success—John W. Riegel—Bu- 
reau of Industrial Relations, 
University of Michigan — U-M 
Publications Distribution Serv- 
ice, Administration Building, 
Ann Arbor, Mich. $6.00. 


Everyday Tax Planning to In- 
crease the Family’s Spendable 
Income — Journal of Taxation, 
Inc., 147 East 50th Street, New 
York 22, N. Y. (paper) $2.95. 


Facts and Figures on Government 
Finanee 1956-57 — The Tax 
Foundation, 30 Rockefeller 
Plaza, New York 20, N. Y. (pa- 
per) $2.00. 


Federal Wage-Hour Handbook for 
Banks, 1956 Edition—American 
Bankers Association, 12 East 
36th Street, New York 16, N. Y. 
(paper) $1. . 


Forecasting Business Trends — 
Leonard S. Silk—McGraw-Hill 
Book Co., Inc., 327 West 42nd 
Street, New York 36, N. Y. $15. 


Gross and Net Spendable Average 
Weekly Earnings in Manufac- 
turing Industries in New York, 
Northeastern New Jersey Met- 
ropolitan Area — U. S. Depart- 
ment of Labor, Bureau of Labor 
Statistics, 341 Ninth Avenue, 
New York 1, N. Y.—On request. 


Holidays in the United States, 
Alaska, Canal Zone, Guam, Ha- 
waii, Puerto Rico, Virgin Is- 
lands, 1957 — International De- 
partment, Manufacturers Trust 
Company, 55 Broad Street, New 
Vork 15. NM. ¥. 


How the Businessman Can Use Air 
Freight in an Expanding Econ- 
omy — Stuart G. Tipton — Air 
Transport Association of Amer- 
ica, 1107 Sixteenth Street, N.W., 
Washington 6, D. C. 


Incentive Wage Systems —A se- 
lected Annotated Bibliograph— 
Industrial Relations Section, De- 
partment of Economics and 
Sociology, Princeton University, 
Princeton, N. J. (paper) 50c. 


Journal of Retailing, Fall 1956— 
Including articles on “Coordi- 
nation of Advertising with Dis- 
play and Personal Selling,” 
“Economic Characteristics of 
Retail Trade: Size and Volume,” 
‘Pursuit of Profits,’ ‘Trends 
in Branch-Store Organization,” 
‘How to Work With Other Peo- 
ple’s Money,” etc..-New York 
University School of Retailing, 
Washington Square Center, 
New York 3, N. Y. (paper) $1. 


Magnesium Association—Complete 
proceedings of 12th annual con- 
vention — Magnesium Associa- 
tion, 122 East 42nd Street, New 
York, N. Y. $5.00. 
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Middle East Crisis — James P. 
Warburg — Current Affairs 
Press, 25 Vanderbilt Avenue, 
New York 17, N. Y. (paper) 25c 
(quantity prices on request). 

Modern Archives: Principles and 
Techniques—T. R. Schellenberg 
—University of Chicago Press, 
5750 Ellis Avenue, Chicago 37, 
Ill. $5.00. 

National Income Accounts and In- 
come Analysis—Second Edition 
—Richard Ruggles and Nancy 
D. Ruggles—McGraw-Hill Book 
Company, Inc., 330 West 42nd 
Street, New York 36, N. Y. 
$6.50. : 

Professional Ethics of Certified 
Public Accountants— John L. 
Carey American Institute of 
Accountants, 270 Madison Ave- 
nue, New York 16, N. Y. (cloth) 
$4, (paper) $3. 

Public Relations, Edward L. Ber- 
nays and the American Scent— 
Addenda to bibliography — F. 
W. Faxon Company, 83-81 
Francis Street, Boston 15, Mass. 
(paper). 

Readings in Marketing (Second 
Edition) — Malcolm P. NcNair 
& Harry L. Hansen—McGraw- 
Hill Book Company, Inc., 330 
West 42nd Street, New York 36, 
N. Y. $6.50. 


Realistic Depreciation Policy — 
George Terborgh—Machinery & 
Allied Products Institute, 1200 
Eighteenth Street, N.W.,. Wash- 
ington 6, D. C. $6.00. 

Reference Manual of Steel Equip- 
ment—Equipto Division of Au- 
rora Equipment Co. Aurora, Hil. 
On request. 

Renewing America’s Cities—Anal- 
ysis of Title I of Housing Act 
of 1949—U. S. Department of 
Labor, Bureau of Labor Statis- 
tics, 341 Ninth Avenue, New 
York 1, N. Y. On request. 


Role of Air Freight in Physical 
Distribution — Graduate School 
of Business Administration, 
Harvard University, Soldiers 
Field, Boston, Mass. $2.50. 

Securities Diary — A simplified 
accounting system for record- 
ing profits, losses, capital gains, 
interest and dividends—Edward 
L. Weaver Associates—Seecuri- 
ties Diary, P. O. Box 166, Ar- 
lington 10, Va. $2. 

Standards and Levels of Living of 
City Worker Families — U. S. 
Department of Labor, Bureau of 
Labor Statistics, 341 Ninth Ave- 
nue, New York 1, N. Y. On re- 
quest. 





Treasury of Spices — Illustrated 
encyclopedia on 50 different 
spices and herbs — American 
Spice Trade Association, 82 


Wall Street, New York 5, N. Y. 
$4.50. 

Trends and Problems im the Dis- 
tribution of Property-Liability 
Insurance — John S. Bickley — 
Bureau of Business Research, 
Ohio State University, Colum- 
bus, Ohio (paper) $2. 

United States Business Perform- 
ance Abroad: The Firestone Op- 
eration in Liberia Wayne 
Chatfield, Taylor—N ational 
Planning Association, 1606 New 
Hampshire Avenue, Northwest, 
Washington 9, D. C. (paper) $1. 

Working Creatively for the Good 
of Business and in the Public 
Interest—Chamber of Commerce 
of the United States, Washing- 
ton, D. C. (paper) On request. 


Harvey Shields Opens 
Own Inv. Office 


FRESNO, Calif.— Harvey H. 
Shields, Jr. has opened offices at 
145 West Garland Avenue to en- 
gage in the securities business. 
He was formerly a partner in Da- 
vidson & Co. 


Lewis C. Herwig 
Lewis C. Herwig, Partner in B. 
C. Christopher & Co., Kansss 
City, Mo., passed away Dec. 2. 
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Securities Now 


% Adams Engineering Co., Solon, Ohio (12/18) 
Dec. 3 (letter of notification) 25,000 shares of common 
stock (par $1). Price—$8.50 per share. Proceeds—for 
construction of additional facilities and working cap- 
ital. Office—31711 Solon Road, Solon, Ohio. Underwriter 
—The First Cleveland Corp., Cleveland, O. 
Amalgamated Minerals, Ltd. 
Nov. 23 (letter of notification) 3,000,000 shares of com- 
mon stock (par five cents). Price—10 cents per share. 
Proceeds—For mining expenses and development of oil 
properties. Office — 901 Sherman St., Denver, Colo. 
Underwriter—Lackner & Co., Denver, Colo. 
% American Communications Co., Inc. 
Dec. 3 (letter of notification) 590 shares of 5% cumula- 
tive preferred stock. Price—At par ($100 per share). 
Proceeds—To acquire a small telephone company and for 
extensions and betterment of facilities. Office—Tele- 
phone Building, Haddam, Kan. Underwriter—None. 


American Federai Finance Corp., Killeen, Texas 
Sept. 5 filed 40,000 shares of class B common stock (par 
$5) and 400,000 shares of preferred stock (par $5) to be 
offered in units of 10 preferred shares and one common 
share. Price—$55 per unit. Proceeds—To purchase used 
car paper and to extend the company’s operations into 
the field of new car financing. Underwriter—None. J. J. 
Fain is President. 

% American Investment & Income Fund, Inc. 

Dec. 11 filed 100,000 shares of common stock. Price — At 
market. Proceeds—For investment. Office—Washington, 
DD. C. 

% American Mutual Fund, Inc., Los Angeles, Calif. 
Dec. 11 filed (by amendment) 1,000,000 shares of capital 
stock. Price—At market. Proceeds—fFor investment. 


% American Trusteed Funds, Inc., New York 

Dec. 5 filed (by amendment) an additional 200,000 Lex- 
ington Trust Fund Shares. Price—At market. Proceeds 
—For investment. 


* Atlantic City Electric Co. (1/23) 

Dec. 12 filed $10,000,000 of first mortgage bonds due 
1987. Proceeds—To repay bank loans and for construc- 
tion program. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; The First Boston Corp. and Drexel & Co. (jointly); 
Eastman Dillon, Union Securities & Co. and Smith, Bar- 
ney & Co. (jointly); Blair & Co. Incorporated; White, 
Weld & Co. and Shields & Co. (jointly); Lehman Bro- 
thers; Blyth & Co., Inc. Bids—-Expected to be received 
on Jan. 23. 

® Atlantic Oil Corp., Tulsa, Okla. 

April 30 filed 2,000,000 shares of common stock (par $1). 
Price—$1.50 per share. Proceeds—For working capital 
and general corporate purposes. Underwriter — To be 
named by amendment. Statement effective Nov. 29. 


Atias Credit Corp., Philadelphia, Pa. 

June 11 filed $600,000 of 6% convertible subordinated 
debentures due June 15, 1968. Price—100% of principal 
amount. Proceeds—To retire indebtedness of the com- 
pany to its affiliates for money borrowed for working 
capital. Underwriters—Hallowell, Sulzberger & Co. and 
Charles A. Taggart & Co,, Inc., both of Philadelphia, Pa., 
and Weill, Blauner & Co., Inc. of New York. 


Automation Development Mutual Fund, Inc. 
Aug. 24 filed 300,000 shares of common stock. Price—At 
market. Proceeds—For investment. Office—Washing- 
ton, D. C. Distributor—Automation Development Secu- 
rities Co., Inc., Washington, D. C., 


Automation industries Corp., Washington, D. C. 
May 11 fiied 179,000 shares of common stock (par $1). 
Price—$5.25 per share. Proceeds—For working capital 
and other corporate purposes. Underwriter — None. 
Harry Kahn, Jr., of Washington, D. C., is President and 
Treasurer. 


Baton Rouge Water Works Co. 
Sept. 11 (letter of notification) 6,946 shares of common 
capital stock (no par). Price—$43 per share. Proceeds 
—For extensions and betterments to water system. Office 
Neo. Lafayette St., Baton Rouge, La. Underwriter— 
one. 


® Beauty Counselors Inc. (12/14) 

Nov. 15 filed 22,000 shares of common stock (par $1). 
Price—To be supplied by amendment. Proceeds—To 
Selling stockholders. Underwriters— Spencer Trask & 
Co., Lee Higginson Corp., and Homer O’Connell & Co., 
all of New York; Laird, Bissell & Meeds, Wilmington, 
Del.; and Chas. A. Parcells & Co., Detroit, Mich. 
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in Registration 


Beckjord Manufacturing Corp. 

Oct. 12 (letter of notification) $50,000 of series A 6% 
debenture bonds, $50,000 of series B 6% debenture 
bonds and 207,500 shares of common stock (par 10 cents) 
to be offered in units as follows: 100 “A” units (each 
consisting of a $500 ‘“‘A” bond and 50 shares of stock); 
100 “B” units (each consisting of a $500 “B” bond and 50 
shares of stock); and 1,975 “C” units (each consisting 
of 100 shares of stock). Price: Of series “A” and “B” 
units, $500 each; and of series “‘C” units, $100 each. 
Proceeds—-To acquire or lease plant; for dies and ma- 
chinery; production equipment and materials; inven- 
tory; and working capital. Business — Manufactures 
“Unit-Inch” electric convector heaters. Office—7 West 
Water Street, Toms River, N. J. Underwriter—Berry & 
Co., Newark, N. J. 

* Bing & Bing, Inc. 

Dec. 3 (letter of notification) 3,465 shares of common 
stock (par 10 cents). Price—47.62 cents per share. Pro- 
ceeds—To William J. Williams, the selling stockholder. 
Office—119 West 40th St., New York, N. Y. Underwriter 

-None. 


Bridgehampton Road Races Corp. 
Nov. 20 (letter of notification) 55,075 shares of common 
stock (par $1). Price—$5 per share. Proceeds—For con- 
struction, improvements, etc. Business—To construct and 
operate an automobile road racing course. Address— 
P. O. Box 506, Bridgehampton, L. L, N. Y. Underwriter 
—None. 


Bridgford Packing Co., Anaheim, Calif. 
Aug. 13 (letter of notification) 222,222 shares of common 
stock (par $1). Price—$1.35 per share. Proceeds—To 
pay obligations, purchase equipment, etc. Office—1308 
No. Patt Street, Anaheim, Calif. Underwriter—J. D. 
Creger & Co., 124 North Bright Avenue, Whittier, Calif. 


Brookridge Development Corp. 
Oct. 29 (letter of notification) 300,000 shares of common 
stock. Price—At par ($1 per share). Proceeds—For work- 
ing capital. Office—67-12 62nd St., Ridgewood, Queens, 
N. Y. Underwriter—Wagner & Co., New York. 


Burma Shore Mines, Ltd., Toronto, Canada 
July 26 filed 600,000 shares of capital stock, of which 
500,000 shares are to be offered publicly, and 100,000 
shares to promoters. Price—At par ($1 per share). Pro- 
ceeds — For equipment, exploration, drilling, working 
capital and other general corporate purposes. Under- 
writer—To be named later. 


Burroughs Corp., Detroit, Mich. 

Nov. 9 filed $30,154,700 of 4!» convertible subordinated 
debentures due Dec. 1, 1981, being offered for subscrip- 
tion by common stockholders on the basis of $100 of 
debentures for each 20 shares of stock held of record 
on Nov. 30, 1956; rights to expire on Dec. 17, 1956. Price 
—At par (flat). Proceeds—To reduce bank loans and for 
expansion program. Underwriter — Lehman Brothers, 
New York. 


Centers Corp., Philadelphia, Pa. 

July 30 filed $8,000,000 of 542% sinking fund debentures 
due Aug. 1, 1971, and 1,600,000 shares of common stock 
(par one cent); subsequently amendéd to $4,500,000 of 
debentures. Price To be supplied by amendment. 
Proceeds —— About $4,100,000 will be used to acquire 
seven shopping center sites and a Penn Fruit super- 
market adjacent to one of them; the balance will be used 
to develop shopping centers at the seven sites and to 
acquire and develop additional sites for related real 
estate activities, and for general corporate purposes. 
Underwriter — Blair & Co. Incorporated, Philadelphia 
and New York. Latter has agreed to purchase an addi- 
tional 300,000 common shares and reoffer them to ner- 
eee selected by it at $1.10 per share. Offering—Date 
indefinite. 


Century Controls Corp., Farmnigdale, N. Y. 
Aug. 27 filed $600,000 of 10-year 6% debentures. Price— 
90% of principal amount. Proceeds—For research and 
development; expansion; equipment; and other cor- 
porate purposes. Underwriter — None. 


Century Controls Corp. 

Oct. 4 (letter of notification) $150,000 of 6% subordinate 
convertible debentures. Price—90% of principal amount 
(in denominations of $100 each). Proceeds-— To pay 
notes payable, reduce accounts payable 4nd to pay 
other current liabilities; also for working capital. Office 
3 Boulevard, Farmingdale, L. I., N. Y. Underwriter 
—None. 





Chinook Plywood, Inc., Rainier, Ore. 
Sept. 4 filed 200 shares of common capital stock. Price— 
At par ($3,000 per share). Proceeds—For acquisition of 
a plant site, construction of a mill building, purchase 
and installation of machinery and cquipment, and as 
pation capital. Underwriter — Industry Developers, 
ne. 


® Commercial Discount Corp., Chicago (12/18) 
Nov. 21 filed 100,000 shares of 6% cumulative and par- 
ticipating preferred stock. Price—At par ($10 per share). 
Proceeds — For working capital, etc. Underwriters— 
Julien Collins & Co. and Cruttenden, Podesta & Co., both 
of Chicago, Il. 


% Consumer Acceptance Corp., R. |. 

Nov. 30 (letter of notification) 11,960 shares of class A 
common stock (par 10 cents). Price—$3 per share. Pro- 
ceeds — For general corporate purposes including the 
making of loans. Office—904 Hospital Trust Bldg., Prov- 
idence, R. I. Underwriter—None. 
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% Crown Centra! Petroleum Corp. 
Nov. 29 (letter of notification) an undetermined number 
of shares of common stock (par $5) to be issued under 
the company’s 1957 Employees’ Savings Plan. Proceeds 
-For purchase of stock in the open market. Office— 
American Bldg.,; Baltimore 2, Md. Underwriter—None. 
Diversified Oil & Mining Corp., Denver, Colo. 
Aug. 29 filed 2,500,000 shares of 6% convertible non- 
cumulative preferred stock, first series (par $1), and 
warrants to purchase 500,000 shares of common stock 
(par 10 cents) to be offered for subscription initially by 
common stockholders in units of 25 preferred shares and 
a warrant to purchase five common shares. Price—$25.50 
per unit (each warrant will entitle the holder to pur- 
chase one common share at any time prior to Dec. 31, 
1957 at $2 per share). Proceeds—To repay mortgages, to 
$1,312,500 of five-year 6% sinking fund debentures, arid: 
for further acquisitions and working capital. Under- 
writer—To be named by amendment. 


Douglas Corp., Fort Collins, Colo. 
July 27 filed 4,000,000 shares of common stock (par one 
cent). Price — 10 cents per share. Proceeds — For ex- 
ploration, development and acquisition of properties and 
for working capital. Underwriter—Columbia Securities 
Co., Denver, Colo. 


% Economics Laboratory, Inc., St. Paul, Minn. 
Dec. 12 filed 100,000 shares of common stock (par $1). 
Price—To .be supplied by amendment. Proceeds—For 
general corporate purposes. Underwriters—W. E. Hutton 
& Co., Cincinnati, O., and Kalman & Co., Inc., St. Paul, 
Minn. 

% Erie Natural Gas Co., Inc. 

Dec. 4 (letter of notification) 75,000 shares of common 
stock «par 50 cents). Price—$2 per share. Proceeds— 
To drill and prospect for natural gas. Office—317 Bald- 
win Bldg., Erie, Pa. Underwriter—McDonald, Holman 
& Co., Inc., New York. 

® Eternatite, Inc., New Orleans, La. (1/15) 

Sept. 24 filed 20/;.)00 shares of class A common stock 
(par 50 cents). Price—$4.50 per share. Proceeds—To 
repay loan; for maintenance of and increase of inven- 
tory; for development of branch offices; and for research, 
laboratory tests, ar-d testing equipment. Underwriter— 
Vickers Brothers, New York. 


Faraday Uranium Mines, Ltd., Toronto, Canada 
Nov. 30 filed 595,000 shares of capital stock (par $1) to 
be issued upon exercise of stock purchase warrants 
which were issued early in 1956 in connection with a 
public offermg of $8,500,006 of 512% sinking fund de- 
bentures. These warrants are exercisable on and after 
Jan. 1, 1957. Price—$1.75 per share. Proceeds—To re- 
tire some of the debentures. Underwriter—None. 


* First Investors Corp., New York ; 
Dec. 11 filed (by amendment) $100,000 additional pe- 
1iodic payment plans and single payment plans. 


Flakewood Corp., San Francisco, Calif. 
Nov. 14 filed 100,000 shares of common stock. Price— 
At par ($10 per share). Preceeds—For construction of 
manufacturing plant’ and to provide working capital. 
Underwriter—None. Robert E. Evju is President. 


Florida Growth Fund, Inc. 
Nov. 23 filed 2;900,000 shares of common stock (par 10 
cents). Price—S5 per share. Proceeds—For_ investment. 
Underwriter—Frank B. Bateman, Ltd., Palin Beach, Fla. 


% Flowers by Wire Corp., Marion, tnd. 

Dec. 3 (letter of notification) 100,900 shares of common 
stock. Price At par ($3 per share). Proceeds — For 
veorking capital. Office—1115 S. Washington St., Marion, 
ine. Underwriter—None. 


Freiberg Mahogany Co. 
Oct. 11 filed $2,000,000 of subordinated debentures due 
1971 and 450,000 shares of common stock (par 10 cents), 
of which $1,500,000 of debentures and all of the stock 
are to be offered publicly in units of $500 of debentures 
and 150 shares of stock; the remaining $500,000 of deben- 
tures to be sold to Texas Industries, Inc., which owns 
abeut 75% of Freiberg’s outstanding common stock. 
Price—To be supplied by amendment. Proceeds—From 
sale of units to retire short-term loans and for working 
capital, etc., and from sale of debentures to Texas Indus- 
tries to retire a subordinated promissory note payable 
to the latter firm. Officee—New Orleans, La. Under- 
writers—Howard, Weil, Labouisse, Friedrichs & Co., New 
Orleans, La.; Rauscher, Pierce & Co., Inc., Dallas. Texas: 
and Russ & Co., Inc., San Antonio, Texas. Offering— 
Postponed. 


Sales Come Faster! 


You sell securities faster when you advertise them ° 
in the Chicago Tribune. No other medium in Mid- 
America is read by so many investors—professional 
and institutional buyers as well as the general public. 

To find out how you can get more sales in Chicago 
and Mid-America, get the facts from your advertising 
counsel or nearest Chicago Tribune representative. 
Why not do so today? 


Chicago Tribune 
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*% Fruit Juices, Inc. 
Dec. 3 (letter of notitication) 300,000 shares of common 
stock. Priee—At par ($1 per share). Proceeds.— For 
working capital. Office — 1115 South Washington St., 
Marion, Ind. Underwriter—Sterling Securities Co., Los 
Angeles, Calif. 

- General Credit, Inc., Washington, D. C. 
Aug. 17 filed $2,000,000 of 6% subordinated sinking fund 
debentures, due Sept. 1, 1971, with detachable warrants 
to purchase 160,000 shares of participating preference 
stock, to be offered in units of $500 of debentures and 40 
warrants. Price—$500 per unit. Proceeds—For expan- 
sion and working captal. Underwriter — None named. 
Offering to be made through selected dealers. 

General Telephone Co. of California (1/10) 
Nov. 13 filed 500,000 shares of 5% cumulative preferred 
stock (par $20). Price—To be supplied by amendment. 
~ Proceeds—To repay bank loans and for new construc- 
tion. -Underwriters—Paine, Webber, Jackson & Curtis. 
New York, and Mitchum, Jones & Templeton, Los 
Angeles, Calif. . 


Genisco, Inc., Los Angeles, Calif. (12 17-21) 
Nov. 23 filed $300,000 of 12-year 6% subordinated deben- 
tures due Dec. 1, 1968 (with stock purchase warrants 
attached) and 33,000 shares of common stock *fpar $1), 
of which 23,000 shares are to be offered for the aecount 
of a selling stockholder. Price — To be supplied by 
amendment. Proceeds—To retire short-term borrowings, 
for machinery and tools, and to increase inventories and 
for other general corporate purposes. Underwriter— 
Wilson, Johnson & Higgins, San Francisco, Calif.; and 
Lester, Ryons & C»., Los Angeles, Calif. 
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Gold Mountain Lodge, Inc., Durango, Colo. 


Aug. 23 filed 5,000 shares of class A voting common 
stock (par $1), 295,000 shares of class B non-voting 
common stock (par $1), and $700,000 of 4% debentures 
due Dec. 31, 1975, to be offered for sale in the States 
of Texas and Colorado in units of 50 shares of class A 
stock, 2,950 shares of class B stock and one $7,0U0U 
debenture. Price—$10,000 per unit. Proceeds—For pur- 
chase of property, remodeling of present main building, 
for new construction and working capital. Business— 
Operates year-round resort hotel. Underwriter—None. 
Guardian Chemical Corp. 
Oct. 29 (letter of notification) $250,000 of 6% convertible 
debentures due Dec. 1, 1966 being offered for subscrip- 
tion by common stockholders of record Nov. 5, 1956 
on the basis of $100 of debentures for each 200 shares of 
common stock, or fraction thereof held; rights to ex- 
pire on Dec. 28. Price — At par (in denominations of 


$100 each). Proceeds—For working capital. Office— 
38-15 30th St., Long-Island City 1, N. Y. Underwriter 
—None. 

Guardian Consumer Finance Corp. (12/17-19) 


Nov. 26 filed 75,000 shares of 60-cent convertible pre- 
ferred stock (par $10). Price—To be supplied by amend- 
ment. Proeceeds—To reduce bank loans. Underwriter— 
Van Alstyne, Noel & Co., New York. 


Hancock Electronics Corp., Redwood City Calif. 
Nov. 19 (letter of notification) 300,000 shares of com- 
mon stock. Price—At par ($1 per share). Proceeds—For 
research and development. Business—Closed circuit tele- 
vision. Office—2553 Middlefield Road, Redwood City, 
Calif. Underwriter—Daniel Reeves & Co., Beverly Hills, 
Calif. 





NEW ISSUE CALENDAR 


December 14 (Friday) 


Beauty: Counselors Int..............--.-.- Common 
(Spencer Trask & ©... Lee Higginson Corp.; Homer O’Cé@nnell 
& Co.; Laird. Bissell & Meeds; and Chas. A. 

Parcells & Co.) 22,000 shares 


Line: Wieetenies Tae.................- Debentures 
(Perkins & Co., Inc.) $1,000,000 
Be eater a Common 


(Offering to s‘ocknolders—to be underwritten by 
Perkins & Co., Inc.) 183,333 shares 3 
Mothiowk -Airmnes, Ine. 53 232 233k Debentures 
(Mohawk Valley Investing Co.; Allen & Co., and 
Geezory & Sons) $624,900 
Rose Marie Reid 
(Van Aloryne, Noel & Co) $2,250,000 
meuae Fuel Corp... bos 4 sS_ SS: _Common 
(Fran«<un Securities Co.) $300,000 


December 17 (Monday ) 


Genwce, te. ..._._.- 3 Debentures and Common 
(Wilson, Johnson « Higgins and Lester, Ryons & Co. 
$300,000 debencures and 35,660 shares of stock 


Guardian Consumer Finance Corp.__--- Preferred 
(Van Acstyne, Noel & Co.) $750,000 
es A RT eae OOO i ee Debentures 
(Lee Higginson Curp. and P. W. Brooks & Co. Inc. 
$1,000,009 
NE Oe Sec eae eas 


(Lee Higgitison Corp. and P. W. Brcoks & Co. Inc 
130,000 shares 
May Stores Reaity Corp.._---------- _____Bonds 


(Goldman, Sachs & Co. and Leiman Brothers: 325,000,900 


Peerless Life Insurance Co.__--_--------- Common 
Nevoorg & Co.) £287.500 


Reading Co.__-_-_-- ______Equipment Trust Ctfs. 
Bia luc Dn 2iT) $5,250,000 
December 18 


Adams Engineertng Co._____~-- E 
(FPirse eveland Corp.) $212,500 


Atlantic Coast Line RR._.---_.--- Equip. Trust Ctfs. 


(Tuesday ) 


Common 


(Bids to be invited) $5,340,000 
Commercial Discount Corp.______------Preferre 
(Julien Collins & Co. and Crittenden, Poles.a «x Co . 
$1,000,000 
Oe a ak ee _Preferred 
(McDonaii. Holman & Co., Inc.) $499,596 
Murphy (A. A.) .&.€a.,.Inc._.----- Preferred 
(Piper, watiray & riopwood) $.00,000 “ 
December 19 (Wednesday ) ; 


_______Equip. Trust Ctfs. 


32 sanvited) 


Northern Pacific Ry._- 


(Bids to about $7,700,000 
December 20 (Thursday ) ; 
. . : x 4 ra 
Maine Fidelity Fire & Casualty Co. Commeén 
(McLaughlin, Cryan & Co.) $1,243,750 , 
December 27 (Thursday ) 
Chesapeake & Ohio Ry.__.__Equipment Trust Cféfs. 
(Bids ~ be inviced) $4,200,000 
December 28 (Friday) 

Hawaiian Pineapple Co., Ltd._- Common 
(Offering to stocknolders Underwritten by Dean 
Witter & Co.) 413,920 shares 
January 3, 1957 (Thursday) 

Prince Marine Drilling & Exploration Co. 
Debentures & Common 
(Shielts & Co.) $1,375,000 
Southern Pacifie Co Eauio. Trust Ctfs. 
(Bids tv be invited) $9,600,000 


January 7, 1957 (Monday) 


Bes SN i hs cc éc ct weiss mad Bonds 
‘(Bids to be invited) $20,000,000 

Preemie Fewer: @ Tien Co... 05 see ce Bonds 
(Bids 11 a.m. EST: $20,000,000 

Pacific Power & Light Co.____________~- Preferred 
(Bids 11 a.m. EST) $9,000,000 

January 8, 1957 (Tuesday) 

New England Tel. & Tel. Co.__-__._--__ Debentures 
{Bids to be invited) $35.000,000 

Sete. OE oc < oe wee os Equipment Trust Ctfs. 


(Bids to be invited) about $5,600,000 


January 9, 1957 (Wednesday) 


National Bank of Commerce, 


Peres. Tene. ee Common 
(Offering to stockholders—to be underwritten by 
Leitwich & Ross) $1,000,000 


Wale et. .  e ee Equip. Trust Ctfs. 
(Bids to be invited) about $2,000,000 
January 10, 1957 (Thursday ) 


General Telephone Co. of California____Preferred 
(Paine, Webber, Jackson & Curtis and Mitchum, 


Jones & Templeton) $10,000,000 
Missouri Pacific RR.__________._-_Equip. Trust Ctfs. 
(Bids to be invited) $4,875,000 


New Jersey, Indiana & Illinois RR.__Equip. Tr. Ctfs. 
(Bids to be invited: $1,400,000 


January 15, 1957 (Tuesday) 


I SE. Coa tid cdcdnmas Class A Common 
(Vickers Brothers) $900,000 
Louisiana Power & Light Co.___-------_---- Bonds 
‘(Bids noon EST) $20,000,000 
Southwestern Public Service Co.. Common 
(Offering to stockholders—to be underwritten by 
Dillon, Read & Co.) 292,000 shares 
Valley National Bank_-- ‘ _._..Common 
(Offering to stockholders may be underwritten by 
William R. Staats & Co. and Blyth & Co., Inc.) 105,000 shares 
Winters National Bank & Trust Co. _Common 
(Offering to stocxnolder o be underwritten by Green & Lad 


and Grant Brownell & Co.) $3,850,000 


January 16, 1957 (Wednesday ) 
Norfolk & Western Ry._- _._Equip. Trust Ctfs. 


(Bids to be invited; about $4,650,000 


January 22, 1957 (Tuesday ) 
Cincinnati, New Orleans, Texas & 


Pacific Ry._- _._-Equip. Trust Ctfs. 
(Bids to be invited) approximately $4,000;000 
Pacific Gas & Electric Co.. Bonds 


‘Bids to be invited) $35,000,000 


Southern Indiana Gas & Electric Co.. Bonds 
(Bids to be .nvited) $5,000,000 
Southwestern Gas & Electric Co.__________Bonds 
‘(Bids to be invited) $40,000,000 
January 23, 1957 ( Wednesday ) 
Atlantic City Electric Co._..-_----. Bonds 
(Bids to be invited) $10,000,000 
January 24, 1957 (Thursday) 
Pittsburgh & Lake Erie RR. Equip. Trust Ctfs. 
(‘Bids to be invited) $6,720,000 
January 29, 1957 (Tuesday) 
Mountain States Tel. & Tel. Co.__.___.__Debentures 
(Bids to be invited) $35,000,000 
Oklahoma Gas & Electric Co.___- Bonds 
(Bids to be invited) $20,000,000 
February 4, 1957 (Monday) 

Bonds 


Public Service Co. of Oklahoma 


to be invited) anout $12,000,000 


(bid 


(2607) 111 


Hartfield Stores, Inc. 
Oct. 2 filed 240,000 shares of common stock (par $1). 
Price—$9 per share. Proceeds—To certain selling stock- 
holders. Underwriter—Van Alstyne, Noel & Co., New 
York; and Johnston. Lemon & Co., Washington, D. C. 
Offering—Postponed. 


% Hartford Gas Co., Hartford, Conn. 

Dec. 11 tiled 60,000 shares of common stock (par $25), 
issuable against conversion of $1,500,000 344% 10-year 
convertible debentures due July 1, 1965. Owners of the 
debentures will be entitled on and after Jan. 1, 1957 to 
convert such debentures into common shares by exer- 
cising the conversion privilege conferred by the inden- 
ture. The conversion price is initially $27 per share of 
common stock acquired and is payable by the surrender 
of $25 principal amount of debentures and payment of 
$2 in cash. 


Hawaiian Pineapple Co., Ltd. (12/28) 
Nov. 29 filed 413,920 shares of common stock (par $7.50) 
to be offered for subscription by common stockholders of 
record Dec. 28, 1956 on the basis of one new share for 
each four shares held. Price—To be supplied by amend- 


‘ment. Proceeds—To reduce bank loans and for working 


capital. Underwriter—Dean Witter & Co., San Francisco, 
Calif. 


% Hensen Manufacturing Co., Cleveland, Ohio 

Dec. 11 filed 133,200 shares of common stock (par $1). 
Price—To be supplied by amendment. Proceeds—To seéll- 
ing stockholders. Underwriters—Hayden, Miller & Co. 
and Ball, Burge & Kraus, both of Cleveland, O. 


Hilton Hotels Corp. 
Nov. 23 filed 278,733 shares of 542% cumulative con- 
vertible voting preferred stock, series A (par $25) and 
278,733 shares of common stock (par $2.50) to be of- 
fered in exchange for outstanding capital stock of Savoy- 
Plaza, Inc., at the rate of three shares of series A pre- 
ferred and three shares of common stock of Hilton 
Hotels for each class A and class B share of Savoy- 
Plaza. The exchange offer will not become effective 
unless at least 80% of the class A and class B stock of 
Savoy-Plaza is tendered. 


% Idaho Power Co. (1/7) 

Dec. 7 filed $20,000,000 first mortgage bonds due 1987. 
Proceeds—To repay bank loans and for construction pro- 
gram. Underwriter — To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Equitable Securities Corp.; Blyth & Co., Inc., Lazard 
Freres & Co. and The First Boston Corp. (jointly); Kid- 
der, Peabody & Co., and White, Weld & Co. (jointly); 
Salomon Bros. & Hutzler; Lehman Brothers, A. C. Allyn 
& Co. and Wood, Struthers & Co. (jointly); Kuhn, Loeb 
& Co. Bids—-Tentatively expected to be received on Jan, 
7, 1957. 


international Bank of Washington, D. C. 
Sept. 28 filed $1,000,000 of time certificates, series B, C 
and D. Price—At 100% of prineipal amount. Proceeds— 
For working capital. Underwriter—Johnston, Lemon & 
Co., Washington, D. C. 


international Capital Corp., Des Moines, lowa 


Nov. 29 filed 370,000 shares of common stock (par 10 
cents), of which 185,000 shares are to be offered by The 
Equity Corp. on a share-for-share basis in exchange for 
Bquity Corp. common stock, and the remaining 185,000 
shares by Financial General Corp. on a basis of 144 
shares of International common stock in exchange for 
one share of Financial common stock. Equity and Finan- 
cial are to receive the 185,000 shares each of Interna- 
tional common stock in exchange for all the outstand- 
ing shares of common stock of Investors Financial Corp. 
and Group Equities, Inc. International has been informed 
that 142,000 shares of Equity common owned by Fre- 
mont Corp. will be tendered in acceptance of the Equity 
exchange offer. Underwriter—None. 


international Postal Supply Co. of New York 


Oct. 31 (letter of notification) 4,256.6 shares of capital 
stock (no par) to be offered for subscription by stock- 
holders at the rate of one new share for each five shares 
held. Price—$17 per share. Proceeds — For expansion, 
research and development of new products, and to pur- 
chase equipment. Office—634 Prospect Place, Brooklyn, 
N. Y. Underwriter—None. 


investment Corp. of Florida 


Aug. 24 filed $515,000 of $60 cumulative preferred stock 
to be offered in units of $1,000 each and 5,150 shares of 
common stock to be offered to purchasers of preferred 
stock at 10 cents per share at rate of ten shares for 
each preferred share bought. Proceeds—For working 
capital. Office—Fort Lauderdale, Fla. Underwriter— 
None. 


* Investors Group Canadian Fund, Ltd. 

Dec. 5 filed (by amendment) 15,000,000 additional shares 
of common stock (par $1). Price—At market. Procééds 
—For investment. Office—Winnipeg, Manitoba, Canada. 


Jacobs (F.L.) Co. 


Oct. 4 filed $3,000,000 of 6% convertible debentures due 
Nov. 1, 1966. Price—100% of principal amount, Proceeds 
—To pay short-term loans and for working capital. Un- 
derwriters—McLaughlin, Cryan & Co. and Gearhart & 
Otis, Inc., both of New York. 


Joa Co. 


July 27 (letter f notification) 110,000 shares of common 
stock (par 20 cents). Price—$2.50 per share. Proceeds 
—For sales promotions and operating capital. Office— 
411 No. Scenic Highway, Lake Wales, Fla. Underwriter 
—Anderson Cook Co., Inc., Palm Beach, Fla. 


Continued on page 112 
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® K D I Corp., Rochester, N. Y. (12 18) 

Wov. 16 filed 81,428 shares of 7% participating cumula- 
iive preferred stock (par $5), of which 71,428 shares are 
io be offered to public. Price—$7 per share. Proceeds— 
#or machinery and equipment, working capital and other 
corporate purposes. Underwriter McDonald, Holman & 
Co., Inc., New York. 

Kerr Income Fund, Inc., Los Angeles, Calif. 
July 30 filed 100,000 shares of capital stock (par $1), of 
‘which 9.300 shares will be initially sold at $10.98 per 
share. Additional shares will be offered at a price equal 
to the net asset value of the Fund, plus a sales load of 
2%% of such price. Proceeds—For investment. Invest- 
suent Manager — California Fund Investment Co., of 
which John Kerr is also President. 

Kinney Loan & Finance Co. ; 
Sept. 11 (letter of notification) $150,000 of 6% sinking 
fund capital debentures, series A, due Sept. 1, 1971. Price 
-——At par in denominations of $1,000 each. Proceeds— 
oer working capital. Office — 911 Tenth St., Greeley, 
<olo. Underwriter—Wachob-Bender Corp., of Omaha 
nd Lincoln, Neb. 

% Kiamath Machine & Locomotive Works, Inc. — 
Wov. 29 (letter of notification) $210,000 of participating 
sinking fund debentures due Nov. 1, 1971 (with fixed 
anterest of 61+% and contingent interest of an additional 
144%). Price—At face amount (in denominations of $500 
and $1,000 each). Proceeds—For general corporate pur- 
@oses. Office—720 N. State St., Ukiah, Calif. Underwriter 
-—None. 

® Kromex Corp., Cleveland, Ohio (12/17) 

Wov. 21 filed $1,000,000 of 6% convertible debentures 
due 1976. Price-—To be supplied by amendment. Pro- 
«eeds—To purchase machinery and equipment, to retire 
indebtedness and for working capital. Business—Alu- 
minum and chrome-plated kitchenware and giftware. 
Wnderwriters-—Lee Higginson Corp. and P. W. Brooks & 
Co. Inc., both of New York. 

® Kromex Corp., Clevelard, Ohio (12 17) 

Wov. 21 filed 130,000 shares of capital stock (par $1). 
Price—To be supplied by amendment. Preceeds—To sell- 
ing stockholders. Underwriters — Lee Higginson Corp. 
and P. W. Brooks & Co. Inc., both of New York. 

® Libby, McNeill & Libby, Chicago, Ill. 

Nov. 9 filed $10,468,500 of 5% convertible sinking fund 
debeiitures due Dec. 15, 1976, being offered for subscrip- 
tion by common stockholders at the rate of $100 of 
@ebentures for each 35 shares held as of Nov. 29, 1956; 
rights to expire on Dec. 17. Price—At par (flat). Pro- 
eeeds — To reduce bank loans. Underwriter — Glore 
Forgan & Co.. Chicago, Jl. 

Libby, McNeill & Libby, Chicago, Il. 

WNov. 9 filed 610,664 shares of common stock (par $7) 
being offered for subscription by common stockholders 
at the rate of one new share for each six shares held 
as of Nov. 29: rights to expire on Dec. 17. Price—$12 
per share. Proceeds—To reduce bank loans. Under- 
writer—Glore, Forgan & Co., Chicago, III. 


Life Insurance Co. of South Carolina 

Oct. 15 filed 339,600 shares of common stock (no par) 
to be offered for subscription by stockholders of record 
Sept. 12, 1956 at the rate of two shares of new stock 
for each share held. Price—To stockholders, $10 per 
@ehare; and to public, $15 per share. Proceeds—For ex- 
pansion and working capital. Underwriter—None. Pub- 
lic offering will be made by employees of the company 
and qualified licensed dealers. 


Ling Electronics, Inc., Los Angeles, Calif. 
Nov. 5 filed $1,000,000 of 6% convertible debentures due 
Dec. 1, 1966. Price—100% and accrued interest. Pro- 
@eeeds—For general corporate purposes. Underwriter— 
Perkins & Co., inc., Dallas, Texas. Offering—Expecied 
this week. 


Ling Electronics, Inc., Los Angeles, Calif. 
Wov. 5 filed 183,333 shares of common stock (par 50 
cents) to be offered for subscription by common stock- 
holders at the rate of one new share for each six shares 
held. Price—$3 per share. Proceeds—For general cor- 
porate purposes. Underwriter Perkins & Co., Inc., 
Dallas, Texas. Offering—Expected this week. 


Lorain Telephone Co. 

Oct. 1 (letter of notification) 4,994 shares of common 
stock (no par) being offered to stockholders on the 
basis of one share for each 20 shares of record Sept. 24; 
rights to expire Jan. 2, 1957. Price—$25 per share. Pro- 
ceeds—To reimburse company for additions to property 
in Ohio and for other corporate purposes. Office—203 
West Ninth St., Lorain, Ohio. Underwriter—None. 


Los Angeles Drug Co. 
Oct. 11 filed $500,000 of 6% convertible subordinated 
debentures due Aug. 1, 1971. Price—At par (indenomi- 
mations of $500 and $1,000 each). Proceeds—For equip- 
ment, inventory and working capital. Underwriter— 
Quincy Cass Associates, Los Angeles, Calif. 


Louisiana Power & Light Co. (1/15) 











Dec. 4 filed $20,000,900 of first mortgage bonds due 
1987. Proceeds—For reduction of bank loans and con- 


struction program. Underwriter—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Equitable Securities Corp. and Eastman 
Dillon, Union Securities & Co. (jointly): Kuhn, Loeb 
& Co.; Blyth & Co., Inc.; Merrill Lynch, Pierce, Fenner 
& Beane, Kidder, Peabody & Co. and Harriman Ripley 
& Co. Inc. (jointly): Salomon Bros. & Hutzler: The 
First Boston Corp., and Glore, Forgan & Co. (jointly): 
White, Weld & Co. and Shields & Co. (jointly). Bids 
eee to be received up to noon (EST) on Jan. 15, 
7. 


The Commercial and Financial Chronicle 


Loyal American Life Insurance Co., Inc. 

Sept. 28 filed 230,000 shares of common stock (par $1) 
to be offered for subscription by common stockholders 
of record Oct. 15, 1956 at the rate of one new share for 
each three shares held (with an oversubscription privi- 
lege). Price—To be supplied by amendment. Proceeds 
—To increase capital and surplus. Underwriters—J. H. 
Goddard & Co., Inc., Boston, Mass., and Thornton, Mohr 
& Farish, Montgomery, Ala. 


Lucky Stores, Inc. 
Oct. 11 filed 630,000 shares of common stock (par $1.25) 
being offered for subscription by comimon stockholders 
of Foremost Dairies, Inc. of record Nov. 30. In the ratio 
of one Lucky Stores share for each 1212 shares of Fore- 
most common stock held (with an over-subscription 
privilege): rights to expire on Dec. 17. Price — 
$11.25 per share. Proceeds — To Foremost Dairies, 
Inc., the selling stockholder. Office — San Leandro, 
Calif. Underwriters—Allen & Co., New York, and Dean 
Witter & Co., San Francisco, Calif. 

Miacinar, Inc. 
July 23 (letter of notification) 400,000 shares of common 
stock (par 50 cents). Price—75 cents per share. Proceeds 
—For general corporate purposes. Business — Manufac- 
tures steel and aluminum specialty products. Under- 
writer—C. J. Montague, Inc., 15 William Street, New 
Forex it; XH. ¥; 


Maine Fidelity Fire & Casualty Co. (12/20) 
Nov. 28 filed 99,500 shares of capital stock (par $5). 
Price—$12.50 per share. Proceeds — To increase capital 
and surplus. Office—Portland, Me. Underwriter—Mc- 
Laughlin, Cryan & Co., New York. 


® May Stores Reaity Corp. (12/17-21) 

Nov. 23 filed $25,000,000 general mortgage bonds due 
Feb. 15, 1977. Price — To be supplied by amendment. 
Proceeds—Approximately $18,000,000 is to be used to 
purchase properties from parent, The May Department 
Stores Co.; to pay existing indebtedness to parent and 
for acquisition or construction of additional properties 
to be leased to parent. Underwriters—Goldman, Sachs 
& Co. and Lehman Brothers, both of New York. 


% McRae Tungsten Corp., Boise, Idaho 

Nov. 30 (letter of notification) 100,000 shares of common 
stock (par one cent) and 100,000 stock purchase war- 
rants (each two warrants to entitle holder thereof to 
purchase one share of Idaho Rare Minerals Corp. 6% 
cumulative convertible sinking fund preferred stock, 
par $10, and one share of Idaho Rare common stock, par 
ene cent at $11 per unit). Price—$3 per unit, consisting 
of one McRae share and one warrant. Proceeds — For 
mining expenses. Office—c/o Robert J. McRae, 1704 
Gourley St., Boise, Ida. Underwriter—Von Gemmingen 
& Co., Inc., 320 North Fourth St., St. Louis, Mo. 


Michigan Wisconsin Pipe Line Co. 

July 2 filed $25,000,000 of first mortgage pipe line bonds 
due 1976. Proceeds—To pay off short term bank loans 
and for construction program. Underwriter — To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; The First Boston Corp.; 
Blyth & Co., Inc. Bids—Three bids were received on 
Aug. 1, all for 4%4s, but were turned down. No new date 
for bids has been set. 


Midnite Mines, Inc., Wellpinit, Wash. 
Nov. 6 (letter of notification) 223,980 shares of common 
stock (par 10 cents). Price—$1.25 per share. Proceeds— 
To go to selling stockholders. Underwriter — Standard 
Securities Corp., Spokane, Wash. 


Minerals, tnc., New York 
June 22 filed 2,500,000 shares of common stock (par 
one cent). Price—$1.50 per share. Proceeds—To acquire 
for $2,400,000 the Chavin lead-zinc-copper-silver mine 
located in South Central Peru, and for general corporate 
purposes. Underwriter — Gearhart & Otis, Inc., New 
York. Offering—Postponed. 


® Mohawk Airlines, Inc., Ithaca, N. Y. (1214) 
Oct. 26 filed $794,000 of 512% convertible subordinated 
debentures due Aug. 1, 1966, of which $100,000 principal 
amount will be offered in exchange for outstanding 6% 
convertible notes. Price — 100% and accrued interest. 
Proceeds — For general corporate purposes. Under- 
writers—Mohawx Valley Investing Co.; Dempsey-Tege- 
ler & Co.; snd Gregory & Sons. 


*% Murphy (A. A.) & Co., Inc., St. Paul, Minn. 
(12/18) 

Dec. 3 (letter of notification) 6,000 shares of 6% prior 

preferred stock. Price—At par $50 per share). Proceeds 

—To reduce bank loans and for working capital. Under- 

writer—Piper, Jaffray & Hopwood, Minneapolis, Minn. 


National By-Products, Inc. 
June 19 (letter of notification) 2,000 shares of common 
stock (par $1). Price—$5 per share. Proceeds—To pay 
Federal estate taxes. Office—800 Bankers rust Bldg., 
Des Moines, Iowa. Underwriter—T. C. Henderson & Co., 
Inc., Des Moines, Iowa. 








National Cash Register Co. 

Nov. 9 filed $28,170,500 4!2% convertible subordinated 
debentures due Dec. 15, 1981, being offered for subscrip- 
tion by common stockholders of record Dec. 4, 1956 at 
the rate of $100 of debentures for each 25 shares of stock 
held; rights to expire on Dec. 19, 1956. Price—At par. 
Proceeds—For working capital to finance company’s ex- 
panding volume of sales and the consequent increase in 
customers’ accounts receivable, and to carry increased 
inventories; also for improvement and replacement of 
plant and other production factlities. Underwriter— 
Dillon, Read & Co. Inc., New York. 





... Thursday, December 13, 1956 


* National Fidelity Insurance Co. 

Nov. 30 (letter of notification) 33,000 shares of common 
stock (par $1.25) to be offered to stockholders on the 
basis of one share for each seven shares held. Price—sg 
per share. Proceeds—For working capital. Office—314 
Pine St., Spartanburg, N. C. Underwriter—None. 


National Life of America, Mitchell, S. Dak. 


Sept. 21 filed 86,784.7 shares of common stoc« (par $5) 
to be offered for subscription by each of the company’s 
23,279 policyholders on and as of July 31, 1956 at the rate 
of 142 shares of such stock and the balance of the shares 
to be exchangeable for Founders certificates and cou- 
pons issued by National Life as a part or feature of 
certain life insurance policies. Price—$7.5G per share. 
Proceeds—For working capital and other coiporate pur- 
poses. Underwriter—None. 


National Old Line Insurance Co. 


Nov. 15, 1955 filed 50,000 shares of class A common stock 
(par $2) and 50,000 shares of class B common stock 
(par $2). Price—To be supplied by amendment. P1 9ceeds 
—To selling stockholders. Office — Little Rock, Ark: 
Underwriter —- Equitable Securities Corp., Nashville, 
Tenn., and New York, N. Y. Offering — Indefinitely 
postponed. 


New England Electric System 
Dec. 3 filed 319,000 shares of common stock (par $1) 
to be offered in exchange for capital stock of Lynn 
Gas & Electric Co. cn the basis of two NEES shares 
for each Lynn share. Dealer-Managers—Paine, Webber, 
Jackson & Curtis and F. S. Moseley & Co., both of 
Boston, Mass. 


New South Wales, Australia 
(Electricity Commission of) 


Oct. 26 filed $7,500,000 sinking fund bonds. Price—To be 
supplied by amendment. Proceeds—To redeem $6,976,000 
312% sinking fund bonds, of The Sydney County Council 
due Jan. 1, 1957, the holders of which may exchange 
same for the new bonds; and for construction work, 
Underwriter—Kidder, Peabody & Co., New York. Of- 
fering—Indefinitely postponed. 


Norfolk & Carolina Telephone & Telegraph Co. 


Nov. 14 (letter of notification) 2,000 shares of common 
stock to be offerea for subscription by stockholders on 
a one-for-five basis. Price—At par ($100 per share). 
Proceeds—For the retirement of a short-term note and 
other debts and additional new plant. Underwriter— 
None. ‘ 


® Northeast Airlines, Inc. 

Nov. 20 filed 784,402 shares of $1 par value common 
stock, of which approximately 45% of the shares are 
being offered for subscription by commen stockholders 
of record Dec. 7, 1956, other than Atlas Corp. on a 4 for-5 
basis (rights to expire on Dec. 20); approximately 
5% of the shares to Atlas Corp.; and the balance of the 
shares, or 50% of the offering, were on Dec. 12 offered 
to the public. Price—$9.50 per share. Proceeds — For 
expansion of operations; toward payment of 10 aircraft 
and related equipment; and for general corporate pur- 
poses. Underwriter—Carl M. Loeb, Rhoades & Co., New 
York. Atlas Corp. may purchase a portion of shares 
offered to other stockholders which remain unsubscribed 
by them. 


Ocean City Pier Corp., Berlin, Md. 


Oct. 4 filed $2,000,000 of 6% debenture bonds due July 2, 
1976, and 4,000,000 shares of common stock (par one 
cent) to be offered in units of one $100 bond and 200 
shares of stock. Price—$300 per unit. Proceeds — For 
construction and operation of amusement pier. Under- 
writer — Paul Korns, a dérector, of Johnstown, Pa. 
Lt. Col. James A. Grazier of Whaleysville and Ocean 
City, Md., is Chairman of the Board. 


Ohio Power Co. 
Sept. 20 filed 60,000 shares of cumulative preferred stock 
(par $100). Proceeds—For construction program. Under- 
writer—To be determined by competitive bidding. Prob- 
able bidders: The First Boston Corp.; Blyth & Co., Inc.; 
Kuhn Loeb & Co.; Eastman Dillon, Union Securities & Co, 
and Salomon Bros. & Hutzler (jointly); Harriman Ripley 
& Co., Inc. and Stone & Webster Securities Corp. (joint- 
ly); Lehman Brothers. Bids—The two received up to 11 
a.m. (EST) on Oct. 30 were rejected. 


Orefield Mining Corp., Montreal, Canada 
Oct. 15 filed 900,000 shares of capital stock (par $1), of 
which 200,000 shares are now outstanding. Price—To be 
supplied by amendment. Proceeds — For exploration 
costs. Underwriter—To be named later. Michael Tzo- 
panakis, of Miami, Fla., and Denis Colivas, of Montreal, 
Canada, are large stockholders. 


*% Pacific Power & Light Co. (1 9) 
Dec. 6 filed $20,000,000 of first mortgage bonds due 1987 
Proceeds—To repay bank loans and for new construc- 


tion. Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.: 
Lehman Brothers, Bear, Stearns & Co. and Salomon 


Bros. & Hutzler (jointly): Blyth & Co., Inc. and White) 
Weld & Co. (jointly); Eastman, Dillon, Union Securities 
& Co.; Kidder, Peabody & Co. Bids—Expected to be re- 
ceived up to 11 a.m. (EST) on Jan. 9. 


* Pacific Power & Light Co. (1/9) 

Dec. 6 filed 90,000 shares of serial preferred stock (par 
$100). Proceeds—For construction program. Underwriter 
—May be determined by competitive bidding. Probable 
bidders: Lehman Brothers; Blyth & Co., Inc.; Eastmar 
Dillon, Union Securities & Co.; Kidder, Peabody & Co} 
Bids—Expected to be received up to 11 a.m. (EST) on 
Jan. 9. 
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Pari-Mutuel Equipment Corp. 

Aug. 24 (letter of notification) 60,000 shares of com- 
mon stock (par $1). Price—$5 per share. Proceeds—For 
construction of 250 race ticket machines; tor purchase 
of 40 machines for issuance of semi-blank race tickets; 
and for working capital and general corporate purposes. 
Office—527 Madison Avenue, New York 17, N. Y. Un- 
derwriter—Wistor RK. Smith & Co., 4U East 54th Street, 
New York 22, N. Y. 


Peerless Life Insurance Co. (12/17-21) 
Oct. 8 (letter of notification) 11,500 shares ot common 
stock (no par). Price—$25 per snare. Proceeds — For 
general corporate purposes. Office — 1310 Gulf States 
Bldg., 109 North Akard St., Dalias, Tex. Underwriter— 
Newborg & €o., New York. 


@ Peoples Finance Corp. 

Nov. lw filed 50,000 shares of 60-cent cumulative con- 
vertible preferred stock (par $5). Price-—$10 per share. 
Proceeds—To reduce bank loans and for working capital. 
Otfice—Denver, Colo. Underwriter-——Paul C. Kimball 
& Co., Chicago. Offering—Expected this week. 


*% Phoenix Engineering & Manufacturing Co. 

Nov. 30,(letter of motification) 8,600 shares of common 
stock of-which 557 shares were solid to employees. Price 
—At par ($10 per share). Proceeds—For the purchase 
of additional inventories and equipment. Office — 1320 
North 52nd St., Phoenix, Ariz. Underwriter—None. 


Pigeon Hole Parking of St. Louis, Inc. 

Oct. 2y tiled 300,000 shares of class A common stock (par 
25 cents). Price—To be supplied by amendment (pro- 
posed maximum offering price is $3.25 per share). Pro- 
ceeds — To construct and operate two multi-level 
automobile parking structures, utilizing a patented 
mechanical device. Underwriters—A.G. Edwards & Sons 
and Dempsey-Tegeler & Co., both of St. Louis, Mo. 


Pittsburgh Consolidation Coal Co. 
Oct. 3 filed 2,678,697 shares of common stock (par $1) 
being offered in exchange for common stock of Pocahon- 
tas Fuel Co. on the basis ot 2% shares of Pittsburgh tor 
each Pocahontas common share. ‘the ofier, whicn has 
been declared e‘fective, has been extended until 3s p.m. 
(EST) on Fek. 1, 1957. 


% Prince Marine Drilling & Exploration Co. (1/3) 
Dec. 6 filed $1,250,000 of 542% sinking fund debentures 
aue Jan. 1, 1969 and 125,000 shares of common stock (par 
50 cents) to be offered in units of $100 of debentures and 
10 shares of stock. Price — $110 per unit. Proceeds—To 
acquire certain oul, gas and other mineral leasehold pro- 
perties, including properties now producing gas and oil; 
to acquire equipment; and for working czpital. Office— 
Houston, Tex. Underwriter—Shields & Co., New York. 
@ Puerto Rican Jai Alai, Inc. 

July 27 filed $1,500,000 ot 1z-year 6% first mortgage 
bonds due 1968, and 300,000 shares of common stock (par 
$1) to be offered in units of a $500 bond and 100 shares 
of stock. Price — To be $500 per unit. Proceeds — For 
construction of fronton and related activities. Office— 
San Juan, Puerto Rico. Underwriters—Crerie & Co., 
Houston, Texas; Dixon Bretscher Noonan, Inc., Spring- 
field, Ill.; and Aetna Securities Corp., New York. Uffer- 
ing—Date indefinite. 


Pyramid Development Corp., Washington, D. C. 
July 27 (letter of notification) 300,000 shares of common 
stock (par 10 cents), of which 25,000 shares are to be 
reserved for issuance upon exercise of options. Price— 
$1 per share. Proceeds—To purchase real property and 
mortgage notes, Underwriter—Coombs & Co. of Wash- 
ington, D. C. 


Pyramid Productions, Inc., New York 
Sept. 27 filed 220,000 shares of common stock (nar $1), 
of which 200,000 shares are to be ofiered to public and 
20,000 shares issued to underwriter. Price—$5 per share. 
Proceeds—To retire $125,000 of outstanding 15% deben- 
tures as well as a $173,180 debt to Trans-Union Produc- 


tions, ine.; and for working capital. Business—Tele- 
vision releases. Underwriter—E. L. Aaron & Co., New 
York. 


*% Race & Race. Inc., Winter Haven, Fla. 

Nov. 29 (letter of notification) $300,000 ot 6% convert- 
ible debentures due Dec. 15, 1966 to be offered in units 
of $100. Price—At face amount. Underwriter—None. 


Redi-Food Co., Inc. 
Oct. & (letter of notification) 150,000 shares of common 
stock (par 10 cents). Price—$2 per share. Proceeds— 
To purchase plant and equipment. Office—2505 Butler 
Place, New York City. Underwriter—Hopnp & Co., Fas- 
saic, N. J. 
@ Rose Marie Reid, Inc. (12/14) 
Nov. 26 filed 250,000 shares of common stock (par $1), 
of which 80,000 shares are for account of company and 
170,000 shares for selling stockholders. Price $9 per 
share. Proceeds—To increase inventori+#s, finance expan- 
sion and for working capital and other corporate pur- 
poses. Business—Manufacture and sale of swim suits. 
Office—Los Angeles, Calif. Underwriter—Van Alstyne, 
Noel & Co., New York. 
@ St. Regis Paper Co. 
Oct. 26 filed 750,000 shares of common stock (par $5) 
being offered in exchange for outstanding common stock 
(par $10) of J. Neils Lumber Co. at rate of 21% St. Regis 
shares for each Neils common share. The offer will ex- 
pire on Dec. 31, 1956, unless extended. Exchange Agent 
—The First National Bank of Portland, P. O. Box 3457, 
Portland, Ore. 

Samson Uranium, Inc., Denver, Colo. 
Aug. 21 (letter of notification) 25,000,000 shares of capi- 
tal stock. Price—At par (10 cents per share). Proceeds 
—For core drilling, including geological research and 
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core assays; for mining shaft; to exercise purchase -of 
option agreement on additional properties; tor working 
capital and other corporate purposes. Underwriter — 
Indiana State Securities Corp. of Indianapolis, Ind., for 
offering to residents of Indiana. 


% Schuster (Ed.) & Co., Inc. 

Dec. 3 (letter of notification) 2,000 shares of common 
stock (par $10). Price—At market. Preceeds—To go to 
selling steckholders. Office—2153 N. 3rd St., Milwaukee, 
Wis. Underwriter—Robert W. Baird & Co., Inc., Mil- 
waukee, Wis. 


* Scott Paper Co., Chester, Pa. 

Dec. 5 filed 10.500 membership in Employees’ Stock Pur- 
chase Plan for 1957, together with 54,585 shares of com- 
mon stock which may be purchased under the Plan. 
Dec. 5 filed 500,000 shares of common stock, represent- 
ing the maximum number of shares for which options 
may be presently granted pursuant to the Stock Option 
Plan for key employees of the company or its wholly- 
owned subsidiaries. 


Southern General Insurance Co., Atlanta, Ga. 
Sept. 24 filed 95,714 shares of common stock (par $5), of 
which 50,000 shares are to be offered publicly; 20,714 
shares are to be offered in exchange for 10,357 shares of 
$10 par common stock of Progressive Fire Insurance Co.; 
and 25,000 shares are to be offered to certain other per- 
sons. Price—To public, $14.50 per share; and to certain 
persons, $13 per share. Proceeds—To pay bank loan. 
Underwriter — The Robinson-Humphrey Co., Inc., At- 
lanta, Ga. Offering—Date indefinite. 


Southern New England Telephone Co. 
Sept. 19 filed 679,012 shares of capital stock (par $25) 
to be offered for subscription by stockholders of record 
Oct. 1, 1956 at the rate of one new share for each eight 
shares held; right to expire on Nov. 2. Price—$30 per 
share. Proceeds—To pay advances from American Tele- 
phone & Telegraph Co. (approximately $15,800,000) and 
for property additions and improvements. Underwriter 
—None. Offering—Delayed indefinitely by company on 
Oct. 4. (See also next paragraph.) 


Southern New England Telephone Co. 

Sept. 19 filed 1,173,696 rights to purchase 146,712 shares 
of new capital stock (par $25) to be issued to American 
Telephone & Telegraph Co., which owns 21.61% of the 
outstanding stock of Southern New England Telephone 
Co. Proceeds—To American Telephone & Telegraph Co, 
Underwriter—To be determined by competitive bidding. 
Frobabie bidders: Blyth & Co., Inc.; White, Weld & Co.; 
Putnam & Co.; Chas. W. Scranton & Co., and Cooley & 
Co. (jointly): The First Boston Corp.; Saiomon Bros. & 
Hutzler. Bids—Had been expected to be received up to 
11 a.m. (EDT) on Oct. 10. (See also preceding para- 
graph.) 


Southern Union Oils Ltd., Toronto, Canada 
Aug. 24 filed 750,000 shares of capital stock (par $1). 
Price—64'% cents per share. Proceeds—To selling stock- 
holders. Underwriter—None. 


Southwest Grease & Oil Co. 
Sept. 27 (letter of notification) 40,000 shares of common 
stock. Price—At par ($7.50 per share). Proceeds—For 
purchase of new equipment and working capital. Office 
—220 W. Waterman St., Wichita 2, Kan. Underwriters— 
Small-Milburn Co., Inc., Brooks & Co. and Lathrop, 
Herrick & Clinger, Inc., all of Wichita, Kan. 


Southwestern Resources, Inc., Santa Fe, N. M. 
June 8 filed 1,000,000 shares of common stock (par 25 
cents). Price—$5 per share. Proceeds—To exercise op- 
tions, purchase additional properties and for general 
corporate purposes. Underwriter—Southwestern Secu- 
rities Co., Dallas, Texas. 


Southwide Corp., Anniston, Ala. 

Sept. 12 filed 450,635 shares of common stock (par $1), 
of which 211,681 shares are to be offered publicly 238,954 
shares are to be offered in exchange for the class A 
stock of Capital Fire & Casualty Co. and common stock 
of Allied Investment Corp. Price—$2 per share. Pro- 
ceeds—For purchase of stock of Capital and Allied firms 
and for purchase of U. S. Government bonds. Under- 
writer—None, but a selling commission will be allowed 
to dealers for sales effected by them. Elvin C. McCary, 
of Anniston, Ala., is President. 


Spar-Mica Corp., Ltd. 
Oct. 29 filed 400,000 shares of 5% convertible preferred 
stock (par $5). Price — To be supplied by amendment 
(proposed maximum offering price is $6 per share). Pro- 
ceeds—For construction costs. Office—Montreal, Canada. 
Underwriters—Hamlin & Lunt, Buffalo, N. Y.; Allen & 
Co. and Cowen & Co., both of New York, N. Y.: and 
Straus. Blosser & McDowell, Chicago, Ill. Offering— 
Temporarily postponed. 
@ Sunrise Fund, Inc., New York, N. Y. 
Dec. 3 filed 500,000 shares of capital stock. Price—$5 
per share. Proceeds—-For investment. Business—Pres- 
ently is a closed-end investment company but will pe- 
come an open-end company in March, 1957. Distributor 
Sunrise Capital Corp., 37-12 84th St., Jackson Heights 
7a, Ed: Be Ee 
*% Syndicate West End Avenue Corp. 
Dec. 4 (letter of notification) $84,500 of 10% registered 
debenture notes due Jan. 1, 1977 and 169 shares of com- 
mon stock (par $1) to be offered in units of one $500 
note and one share of stock. Price—$501i per unit. Pro- 
ceeds—To acquire property. Underwriter—None. Offer 
to be made through Management Syndicate Corp., 15 
William St., New York 5, N. Y. 

Teachers Mutual Fund of California, Inc. 
Nov. 8 filed 700,000 shares of capital stock (par $1) to 
be offered only to members and employees of the Cali- 
fornia Teachers Association (Southern section) and their 
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families. Price—Initially at $7.14 per share. Proceeds— 
For investment. Office—Los Angeles, Calif. Underwrites 
—None. 


Texas Calgary Co., Abilene, Texas 
Sept. 25 filed 3,700,000 shares of capital stock (par 2 
cents). Price—At market from time to time on the 
American Stock Exchange or the Toronto Stock Ex- 
change or by private sale. Proceeds—To A. P. Scoti, 
the selling stockholder. Underwriter—None. 


@ Texas Fuel Corp., Clarksville, Texas (12/14) 
Nov. 29 (letter of notification) 120,000 shares of com- 
mon stock (par $1). Price—$2.50 per share. Proceeds— 
To pay bank loans, financing of time payment sales 
of appliances and air conditioners and for workins 
capital. Underwriter—Franklin Securities Co., Dallas 
Texas. 


Theatrical Interests Plan, Inc., New York City 
Oct. 30 filed 52,000 shares of class A stock (par five 
cents) and 28,000 shares of class B stock (par five cents). 
Price—Of class A, expected at $10 per share in lots of 
not less than 25 shares; of class B, expected at par. Pre- 
ceeds—For investment in theatrical and entertainment 
fields. Business—A non-diversifiéd closed-end manage- 
ment investment company. Underwriter—None. 


Thermoray Corp. 
June 29 (letter of notification) 380,000 shares of com- 
mon stock (par 10 cents). Price — 75 cents per share. 
Proceeds—For inventory, working capital, etc. Busines» 
—Electrical heating. Office—26 Avenue B, Newark, N. ¢. 
Underwriuer—Eaton & Co., Inc., New York. 


Title Guarantee & Trust Co., New York 

Nov. 21 filed 61,902 shares of capital stock (par $8) of 
whicn 35,750 shares are to be offered for subscription 
by stockholders on the basis of one new share for eac 
eight shares held; and the remaining 26,152 shares are: 
to be offered, together with cash, in exchange for stoc! 
of Abstract & Title [Insurance Corporation of Buffalo, 
Rochester and Lockport, N. Y., on the basis of $15.25 ia 
cash and 4/10ths of a share of Title Guarantee stock ia 
exchange for each share of Abstract. The subscription 
offer to Title Guarantee stockholders becomes effee- 
tive if latter company acauires at least 85% of thas 
Abstract stock. The purchase offer will expire on Jan. 
10, 1957, unless extended to Feb. 28, 1957. Price—To b: 
supplied by amendment. Proceeds—To acquire Abstract 
steck. Underwriter—None. 





* Tower Acceptance Corp., Houston, Tex. 

Dec. 7 filed 200,000 shares of class A common stock (par 
$1). Price—$5 per share. Preceeds—For working capita’. 
Underwriter—S. D. Fuller & Co., New York. Offering— 
Expected sometime in January. 


Trans-Canada Pipe Lines, Ltd. 

Nov. 26 filed $80,000,000 Canadian) of subordinate? 
debentures due 1986 and 4,000,000 shares of commosa 
stock (par $1-Canadian) to be offered in units of $100 
of debentures and five shares of stock. Price—$150 per 
unit. Proceeds—For new construction. Underwriters— 
In United States: Lehman Brothers, Stone & Webster 
Securities Corp. and White, Weld & Co. In Canada: Nes- 
bitt Thomson & Co. Ltd.; Wood, Gundy & Co. Ltd; 
McCloud, Young, Weir & Co., Ltd.; and Osler, Ham- 
mond & Nanton, Ltd. Offerang—Expected in the las2 
half of January. 


Tri-State Rock Materia! Corp., Leesburg, Va. 
Nov. 28 filed 500,000 shares of 6% cumulative convertibi: 
preferred stock. Price—At par ($1.50 per share). Pre- 
ceeds — For asphalt plant, equipment, working capita! 
and other corporate purposes. Underwriter—None. 





Tyrex Drug & Chemical Corp. 
Nov. 5 (Jetter of notification) 150,000 shares of class A 
stock (par one cent). Price—$2 per share. Proceeds—- 
For equipment, raw materials, working capital and othe: 
corporate purposes. Office—42 Newark St., Hoboken, 
N. J. Underwriter—Dennis Securities Corp., Hoboken, 
N. J. 


United States Air Conditioning Corp. 

Sept. 27 filed 600,000 shares of common stock (par 15 
cents), of which 50,000 shares are to be offered to em- 
ployees, distributors and dealers; 50,000 shares, plus 
any of the unsold portion of the first 50,000 shares, are 
to be offered to the public; and the underwriter will be 
granted options to acquire the remaining 500,000 shares 
for reoffer to the public. Price—-At market prices. Pre- 
ceeds—For working capital and general corporate pur - 
poses. Office—Philadelphia, Pa. Underwriter—Mortime> 
B. Burnside & Co., Inc., New York. Offering—Dai‘e¢ 
indetinite. 


Universal Lithium Corp., Washington, D. C. 
Nov. 15 filed 1,320,000 shares of class A voting stock ar a 
1,587,500 shares of class B non-voting stock. Price— 
Six cents per share. Proceeds — For drilling prograr 
and for plant and equipment for rendering ore marke?- 
able. Underwriter — William O’Connor, Secretary ¢«f 
company, of Arlington, Va. Malcolm W. Ater, of Fals 
Church, Va., is President, and Robert G. Baumann. ¢f 
Ritchie, Md., is Treasurer. Statement to be withdraw:< 


Venezuela Diamond Mines, Inc., Miami, Fla. 
Aug. 31 filed 1,500,000 shares of common stock. Price— 
At par (20 cents per share). Proceeds—For exploraticn 
and mining operations in Venezuela. Underwriter—Cc- 
lumbia Securities Co., Inc., of Florida, Miami, Fla. 


Venture Securities Fund, Inc., Boston, Mass. 
Sept. 4 filed 200,000 shares of capital stock (par $1%. 
Price—Initially at $25 per share. Proceeds—For inves-- 
ment. Underwriter—Venture Securities Corp., 26 Fed- 
eral St., Boston, Mass. 


Continued on page 1/4 
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Continued from page 113 
* Wallin Industrial Corp. 


Dec. 5 (ljetter of notiticau0n) 5.000 shares of common 
stock. Price—At par $10 per share). Proceeds—For cur- 
rent liabilities, and tor wurking capital and general cor- 
porate purpose. Business—Cotiee-making machine. Of- 
fice—358 East 44th St., New York Ciiy. Unaerwriter— 
None. 


Western States Natural Gas Co. 
Aug. 24 (letter of notification) 500,000 shares of common 
stock (par 10 cents). Price—5U cents per Share. Proceeds 
—For development of oil and gas. Office—Felt Blag., 
Salt Lake City, Utah. Underwriver—Us-Can Securities, 
Inc., Jersey City, N. J. 


Wheland Co., Chattanooga, Tenn. 
May 23 tiled $2,Uu0u,UUU o1 Curivertible subordinated de- 
bentures due June 1, 1976, and 136,0UU shares of common 
the company’s account and 61,UUU shares tor a selling 
stockhoider. Price — To be supplied by amendineti. 
Proceeds—Together with proceeas from private saie ot 
$1,500,000 4%4% tirst mortgage bonds and $Y¥U0,UUU oi 
3-year unsecured 442% nutes to a group of banks, Wii 
be used to retire outstanding series A and series B 5% 
first mortgage bonds, and tor expansion program. Under- 
writers—Hemphill, Noyes & Co., New York; Courts & 
Co., Atlanta, Ga.; and fquitable Securities Corp., Nash- 
ville, Tenn. Offering — TVemporarily postponed. 
*% Wicomico Hotel Co. 
Dec. 3 (letter of notification) $110,300 of 6% 
subordinated debentures due Dec. 15, 1971. Frice — At 
face amount. Proceeds — For improvement to hotel. 
Office—Main & Division Streets, Salisbury, Md. Under- 
writer—None. 


Witdcat Mountain Corp., Boston, Mass. 

Aug. 13 filed $800,000 of 6% subordinated cumulative 
debentures due Dec. 1, 1976, and 6,000 shares of common 
stock (no par) to be offered in units of a $400 deben- 
ture and three shares of stock. Price — $500 per unit. 
Proceeds—For construction and working capital. Busi- 
ness—Mountain recreation center. Underwriter—None; 
offering to be made by officers and agents of company. 
@® William Penn Finance Corp. 

Nov. 30 (letter of notification) $250,000 of 6% sub- 
ordinated renewable debentures due Dec. 20, 1960. Price 
—At face amount. Proceeds—To repay ouistanding in- 
debtedness to Factors Corp. of America and other 


convertible 


indebtedness. Office—2829 N. Broad St., Philadelphia, 
Pa. Underwriters — Walnut Securities Corp., Philadel- 


phia, Pa.; and B. Ray Robbins Co., New York, N. Y. 
Wilson & Co., Inc. 
Aug. 28 filed $20,UUU,000 of 20-year sinking fund de- 
bentures due 1976. Wrice—To be supplied by amena- 
ment. Proceeds — To redeem presentky outstanding 
first mortguge bonds, to repay bank loans and tor ex- 
pansion program. Business—Meat packing firm. Un- 
derwriters—Smith, Barney & Co.; Glore Forgan & Co. 
and Haligarten & Co., all of New York City. Uffering— 
Indefinitely postponed. 


Prospective Offerings 


* Advance Mortgage Corp., Chicago, Ill. 
Dec. 4 it was reported this company (to be surviving 
corporation following merger of First Mortgage Corp. 
and Irwin Jacobs & Co. of Chicago) plans a public 
offering of $1,000,000 class A 6% participating convert- 
ible stock (par $1). Underwriter—Baker, Simonds & Co., 
Detroit, Mich. Offering—Expected in February. 
* American Natural Gas Co. 
Dec. 10, it was announced company proposes to sell 
442,114 additional shares of common stock through a 
rights offering to its stockholders on the basis of one 
new share for each 10 shares held. Price—To be under 
the market. Proceeds—For construction program. Un- 
derwriter — To be determined by competitive bidding. 
Probable bidders: White, Weld & Co. and Drexel & Co. 
(jointly); Blyth & Co., Inc.; The First Boston Corp. 
Offering—Expected early in 1957. 
Appalachian Electric Power Co. 
May 31 it was announced company plans to issue and 
sell in December $24,000,000 of first mortgage bonas. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Union Secu- 
rities Corp. and Kuhn, Loeb & Co. (jointly); The First 
Boston Corp.; Harriman Ripley & Co., Inc. 
Associated Truck Lines, Inc. - 
Oct. 11 it was announced corporation plans to issue and 
sell $1,000,000 of 6% convertible subordinated debentures 
due Oct. 1, 1971 at par and 75,000 shares of common stock 
(par $3) at $11 per share (the latter for the account 
of selling stockholders). Proceeds—From sale of deben- 


tures, for expansion and working capital. Business—A . 


short haul motor common carrier operating over 3,300 
miles or routes in Illinois, Indiana, Michigan and Ohio. 
Office—Grand Rapids, Mich. Underwriter—Paine, Web- 
ber, Jackson & Curtis, Boston, Mass., and New York, 
N. Y. Offering—lIndefinitely postponed. Probably not 
until January. 
Atlantic Coast Line RR. (12/18) 

Bids are to be received by the company on Dec. 18 for 
the purchase from it of $5,340,000 equipment trust cer- 
tificates, series K, to be due annually from Jan. 1, 1958 
to Jan. 1, 1972, inclusive. Probable bidders: Halsey, Stu- 
art & Co., Inc.; Salomon Bros. & Hutzler. 


: Bayless (A. J.) Markets, Inc., Phoenix, Ariz. 
Nov. 27 it was reported company plans to issue and sell 
750,000 shares of common stock. Underwriter — H. M. 
Byllesby & Co., Inc., Chicag,o Ill. Registration—Planned 
jn January. Offering—Expected in mid-February. 
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Brazos River Gas Co. (Texas) 
Nov. 12 it was reported that early registration is ex- 
pected of approximately 200,000 shares of common stock 
of this company, tormerly Upham Gas Co. Price—Ex- 
pected to be about $5 per share. Pruceeds—To selling 
stockholders. Underwriters—Shields & Co. and Shear- 
sou, Hammill & Co., both of New York. 


Carolina Power & Light Co. 

Oct. i5 it was reported company plans te issue and sell 
between $15,000,000 and $20,000,000 of first mortgage 
bonds. Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Kuhn, Loeb & Co. and A. C. Ailyn & Co. Inc. (jointly); 
W. C. Langley & Co. and The First Boston Corp. (joint- 
ly); Equitable Securities Corp.; Blyth & Co., Inc.; Kid- 
der, Peabody & Co. and Merrill Lynch, Pierce, Fenner 
& Beane (jointly). Offering—Expected in 1957. 


Carolina Telephone & Telegraph Co. 

Nov. 16 it was reported company has applied to the 
North Carolina P. U. Commission for authority to ofier 
to its common stockholders an additional 58,310 shares 
of common stock on the basis of one n2w share for each 
four shares held. Price—At par ($100 per share). Pro- 
ceeds—To reduce bank loans and for new construction. 
Underwriter—None. Southern Bell Telephone & Tele- 
graph Co. in February, 1956, sold its rights to 14,464 
shares (of a 66,640 share offering to stockholders) to 
R. S. Dickson & Co. 


% Chesapeake & Ohio Ry. (12/27) 

Bids are expected to be received by the company on 
Dec. 27 for the purchase from it of $4,200,000 equipment 
trust certificates. Probable bidders: Halsey, Stuart & 
Co. Inc.; Salomon Bros. & Hutzler. 


Cincinnati, New Orleans, Texas & Pacific Ry. 
(1/22) 
Bids are expected to be received by the company on 
Jan. 22 for the purchase from it of approximately 
$4,000,000 equipment trust certificates. Probable bidders: 
Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler. 


Cleveland Electric Illuminating Co. 
Nov. 12 it was reported company plans to issue and sell 
$25,000,000 of first mortgage bonds in the Summer of 
1957. Proceeds—To repay bank loans and for construc- 
tion program. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Helsey, Stuart & 
Co. Inc.; The First Boston Corp.; Blyth & Co., Inc.; Dil- 
lon, Read & Co. Inc.; Blair & Co. Inc., and Baxter, Wil- 
liams & Co. (jointly); Glore, Forgan & Co.; White, 
Weld & Co. 

Connecticut Light & Power Co. 
Nov. 27 it was announced company will probably offer 
to its stockholders early in 1957 some additional common 
stock, to finance part of its construction program. Under- 
writer—None. 

Consolidated Edison Co. of New York, Inc. 
Nov. 20, Charles B. Delafield, Vice-President, announced 
company is planning an issue of approximately $55,000,- 
000 of convertible debentures early in 1957, probably the 
latter part of February. They will be offered to common 
stockholders for subscription. Stockholders will be asked 
on Feb. 5 to approve an authorized issue of $125,000,000 
convertible debentures. Proceeds—For construction pro- 
gram. Underwriter—May be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Morgan Stanley & Co.; The First Boston Corp. 


Consolidated Freightways, Inc. 

Nov. 21 it was announced company has applied to the 
Interstate Commerce Commission for authority to issue 
and sell 250,000 shares of common stock (par $5). Pre- 
ceeds—Together with funds from sale of up to $8,436,740 
long debt securities, to acquire six Eastern lines. Under- 
writer—Blyth & Co., Inc., New York and San Francisco 
(Calif.). 

Continental Copper & Steel Industries, Inc. 
Nov. 28 it was announced company plans to offer to its 
common stockholders the right to subscribe for some 
additional common stock on a 1-for-10 basis. Proceeds— 
For construction program. Underwritre—Allen & Co., 
New York. 


Douglas Aircraft Co. 
Nov. 19, Donald W. Douglas, President, announced that 
the company plans to issue and sell $25,000,000 convert- 
ible subordinated debentures. Proceeds—For expansion 
of facilities in order to place the DC-8 jet airliner into 
production. Underwriters—Merrill Lynch, Pierce, Fen- 
ner & Beane and Kuhn, Loeb & Co., both of New York. 
Offering—Not expected until after Jan. 1, 1957. 
Eversweet, Inc. 

Oct. 15 it was reported that this company (a consolida- 
tion of Vita-Fresh Corp. and John H. King & Co.) plans 
early registration of 100,000 shares of common stock. 
Price—$5 per share. Business—Producers of fresh orange 
aa Underwriter—Burton J. Vincent & Co., Chicago, 
® General Public Utilities Corp. 

Nov. 15, A. F. Tegen, President, announced that the 
stockholders are going to be offered approximately 
647,000 additional shares of common stock (par $5) on 
the basis of one new share for each 15 shares held on or 
about March 11; rights to expire on March 29. Merrill 
Lynch, Pierce, Fenner & Beane acted as clearing agent 
in previous offering to stockholders. 


* General Tire & Rubber Co. 

Dec. 4, M. G. O’Neil, Executive Assistant to the Presi- 
dent, said the management was working on a plan to 
revamp the capital structure and that the company 
would like to come up with one issue of preferred stock. 
He added that close to $18,000,000 will be put into cap- 
ital investments during the fiscal year to end Nov. 30, 
1957. 
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Hawaiian Telephone Co. 
July ov il was aiusvusuccu wiat company plans to acquire 
aie% parlicipalion Wilii American Aciepnune & tLeie- 
graph Co. in a proposed $30,/uu,uuu Cailto:mia-to-Hawali 
Cause alu, il apypiuved vy Wie GireClUls OL Aug. iv, will 
be provavly De simaucea Dy a develture issue. mawalian 
Leisephone Co.s livestinenut wiil De appruximaiciy 32a,- 
ouu,uuU. Undetwriver—rropably Kiade:, Peapuay « Co., 
New York. 

High Authority of the European Coal and Steel 

Community, Uuxempourg 

July ¥ tnis Autuurity aimounceu that an American bank- 
mg group COlsisting of Kunn, Lueb & Cu., Lne First 
bustom Corp. aida Lazard Freres & Co. Nas been ap- 
puinted to stuuy the possibility ot a loan to Ge issucd 
un the Aimerican niarket. ‘ne time, amount aid terms 
will depend oO market conditious. Pruceeds — 1o ve 
ivaied lO firins 1n Wie COlununity for expansion of coal 
mines. coking plants, power plants and iron ore mines, 

Housenoid Finance Corp. 
Dec. 3 it was reported company may register this month’ 
an issue Of $5V,00U,00U0 long-term ueventures. Under- 
writers — Lee higginson Corp. and While, Weid & Co., 
botn of New York«; and William biair & Co., Chicago, Lil. 
U:fering—Ffrobabiy early in January. 
* Mubs.iman Factors Corp., New York 
vec. 10 it was reported company plans to issue and sell- 
<U4U,00U snares Of COMMON s.uockKk. KYrice—EXpeciecda io ve 
around 96.80 per snare. Underwriter—1il. ia. oyiuesoby « 
Co. Inc., New york and Chicago. 

Ind:anapoiis Fower & Lignt Co. 
Nev. 21, H. ‘t. Prichard, Presiaent, asmounced that pres- 
ent plans contempiace an issue of $6,0U0U,UUU Uf Dreterred 
stock some tame in 199/ 1f Market COmUuitiOus Make It 
1easible, and wi issue O1 98,UV0U,VvuU in bonas in 19938. ‘Lem- 
porary bank ioans are avaliable and probabiv wuil be 
utilized, auring at least part of 1957. Additional secu- 
riues will neeu to be sold in 195¥ and iyou, anivunting 
to approxima.eiy $14,000,v00. Proceeds—'lo repay bank 
loans amd for wew cons.iruction. LUnuerwriter—.wiay be 
Lenman Brothers, Goldman, Sachs & Co. aiuu ‘ine First 
boston Corp., woo undaerwrolte iast equity linancig. 

intersta.e Fire & Casuaity Co. 
Sept. 26 1t was repor.ved cumpany pians to issue and sell 
7o,UU0 additional snares OL COMmumo1l SLOCK. Underwriter 
—White & Cuo., St. Louis, Mo. OUflices— Ciuiicaso aid 
Bloomington, Lil. 


Jersey Central Power & Light Co. 
Sept. 12, it was announced cOspany pians to issue and 
seil $8,0VUU,0UU of first mortgage bunus. Underwriter— 
‘lo be uevermiued py cuimpeutive vidding. Frupaple 
bidders: Haisey, Stuart & Co. inc.; Kidaer, Peavoday &° 
Co.; ‘the First Boston Corp.; Wile, Wweia ow Cvu., nast- 
man Diilon, Union Securiues & Cvu., Salomon bros. & 
Hutzler and Merrill Lynch, Fierce, remuner & peane 
(jointly). 

Kaiser Industries, Inc. 
Nov. 28, E. E. ‘iretetnen, Jr., Executive Vice-President, 
stated that it is anticipaved that a portion of the tunds 
necessary to meet the 329,000,600 installment due April 
1, 1957 on its 4%4% lerm ioan may Nave to be proviued 
by the creation oi debt by, or the sae of equity securi- 
ties, of this corporation or Henry J. Kaiser Co., or 
througn the pubiic or private sale of a portion of the 
securisuies of the companies Owned by tne menry J. 
Kaiser Co., or of certain other assets. Luderwriier—The 
First Boston Corp., New York. 

Long Island Trust Co., Garden City, N. Y. 
Nov. 2% it was announced s.tocknoiders or recurd Nov. 16, 
1496, are being ofiered the rignt to suvserive on or be- 
fore Dec. 14, 1956, for 14,000 additional shares of capital 
stock (par $10) on the basis of one new snare tor each 
eight snares held. krice—$32 per share. kFroceeds—'io 
increase capital and surplus. Underwriter—aA, ii. Kia- 
aer & Co., New xork, 

Metropolitan Edison Co. 
July 2 it was reported that company is considering the 
sale of $10,000,00U first mortgage bonds due 1lyso. Lnder- 
writer—To be determined by competitive bidaing. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; White, weld & 
Co.: Blyth & Co., Inc.; Kidder, Peabody & Co. and Drexel 
& Co. (jointly); Ihe First Boston Corp. Bbids—Not ex- 
pected to be received until May, 1957. Company pres- 
ently plans to issue and sell $22,000,000 of buius in ine 
next 16 months. 


Missouri Facific RR. (1/10) 
Bids are expected to be received by the company on Jan. 
lu tor the purenase trom it of $4,675,000 equipment trust 
certificates. Probable bidders: Halsey, Stuart & Co. Inc.; 
Salomon Bros. & Hutzler. 

Mountain States Telephone & Telegraph Co. 

(1/29) 

Nov. 20 the directors approved a proposal to issue and 
sell $35,000,000 debentures. Proceeds — To repay bank 
loans and for construction program. Underwriter—'1o 
be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; The First Boston Corp.; 
Morgan Stanley & Co.; Drexel & Co. and Dean Witter 


& Co. (jointly). Bids—Expected to be received on 
Jan. 29. 
ijational Bank of Commerce, Memphis, Tenn. 
(1/9) 


Nov. 13 it was announced stockholders will vote Jan. 8 
on approving a proposal to offer 25,000 additional shares 
of capital stock on the basis of one share for each five 
shares held. Price—$40 per share. Underwriter—Leit- 
wich & Ross, Memphis, Tenn. 
New England Electric System 

Jan. 3, 1956, it was announced company plans to merge 
its subsidiaries, Essex County Electric Co., Lowell Elec- 
tric Light Corp., Lawrence Electric Co., Haverhill Electric 
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o. and Amesbury Electric Light Co., into one company 
uring 1956. This would be followed by a $20,000,000 
st mortgage bond issue by the resultant company, the 
hame of which has net as yet been determined. Under- 
ter — May be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Kuhn, Loeb 
& Co., Salomon Bros. & Hutzier, Eastman Dillon, Union 
becurities & Co. and Wood, Struthers & Co. (jointly); 
ehman Brothers; The First Boston Corp.; Equitable 
securities Corp.; Merrill Lynch, Pie.ce, Fenner & Beane, 
idder, Peabody & Co. and White, Weld & Co. (jointly). 
pffering—Expected in first half of 1957. 


















New England Power Co. 

an. 3 it was announced company now plans to issue 
nd sell $10,000,000 of first mortgage bonds early in 
957. Underwriters — To be determined by competi- 
ve bidding. Probable bidders: Halsey, Stuart & Co. 
nc.; Kuhn, Loeb & Co., Salomon Bros. & Hutzler, East- 
an Dillon, Union Securities & Co. and Wood, Struthers 
Co. (jointly); Lehman Brothers; The First Boston 
orp.; Equitable Securities Corp.; Merrill Lynch, Pierce, 
enner & Beane, Kidder, Peabody & Co. and White, 
Weld & Co. (jointly). 
















New England Telephone & Telegraph Co. (1/8) 
Det. 16 it was announced that the company plats to issue 
nd sell $35,000,000 of 29-year debentures. Proceeds— 
o repay temporary borrowings. Underwriter — To be 
etermined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; The First Boston Corp.; Mor- 
an Stanley & Co. Bids — Expected to be received on 
an. 6, F957. 













New Jersey, Indiana & Illinois RR. (1/10) 

Bids are expected to be received by this company on 
an. 10 for the purchase from it of $1,409,000 equipment 
rust certificates. Probable bidders: Halsey, Stuart & 
o. Inc.; Salomon Bros. & Hutzler. 










New Jersey Power & Light Co. 
ept. 12 it was announced company plans to issue and 
ell $5,000,000 of first mortgage bonds. Underwriter— 
© be determined by competitive bidding. Probable 
idders: Halsey, Stuart & Co.; Kuhn, Loeb & Co., Leh- 
an Brothers and Salomon Bros. & Hutzler (jointly); 
astmdan Dillon, Union Securities & Co. and White, Weld 
Co. (jointly); Equitable Securities Corp.; ‘lhe First 
oston Corp.; Merrill Lynch, Pierce, Fenner & Beane. 













New Orleans Public Service, Inc. 

ov. 13, Edgar H. Dixon, President, announced that this 
ompany pians to issue and sell $6,000,000 of first mort- 
age bonds. Preceeds—For construction program, Under- 
riter—io be determined by competitive bidding. Prob- 
ble bidders: Halsey, Stuart & Co. Inc.; White, Weld & 
o.; Blair & Co. Incorporated; The First Boston Corp.; 
quitable Securities Corp. and Eastman Dillon, Union 
ecurities & Co. (jointly); Kuhn, Loeb & Co. and A. C. 
llyn & Co. Inc. (jointly); Kidder, Peabody & Co. and 
tone & Webster Securities Corp. (jointly); Lehman 
rothers. Offering—Expected in March, 1957. 

















New York, Chicago & St. Louis RR. 

ids are expected to be received by the company in 
anuary or February for the purchase from it of ap- 
roximately $6,490,000 equipment trust certificates. 
robable bidders: Halsey, Stuart & Co. Inc.; Salomon 
ros. & Huizler. 









New York State Electric & Gas Corp. 

t. 24 it was announced company plans to sell in the 
pring of 1957, $25,000,000 of debt securities and an 
ditional $20,000,000 in 1958. Proceeds To finance 
bnstruction program. Underwriter—To be determined 
y competitive bidding. Probable bidders: Halsey, Stu- 
t & Co. Inc.; Kuhn, Loeb & Co.; Blyth & Co. Inc. and 
ith, Barney & Co. (jointly); The First Boston Corp. 
d Gore. Forgan. & Co. (jointly); Harriman: Ripley & 
o. Inc.: Kidder, Peabody & Co. and Salomon Bros. & 
utzler (jointly). 























Niagara Motawk Power Corp. 

c. 4, the directors authorized the issuance and sale to 
bmmon stockholders of $46,224,200 convertible deben- 
res due Feb. 1, 1972 on the basis of $100 of debentures 
r each 25 shares of stock held. Price—-At 100% of prin- 
pat amount. Proceeds — For construction program. 
nderwriter—May be determined by cumpetitive bid- 
ng. Probable bidders: Halsey, Stuart & Co. Inc.; The 
rst Boston Corp.; Morgan Stanley & Co.; Kuhn, Leeb 
Co. and: Eastman Dillon, Union Securities & Co. 
ointly). Bids—Expected in January. 


Norfolk & Western Ry. (1/16) 

ds are expected to be received by the company on or 
bout Jin 16 for the purchese from it of approximately 
,650,000 equipment trust certificates. Probable bid- 
rs: Halsey, Stuart & Co. Inc.; Salomon Bros, & Hutzler. 


Northern Natural Gas Co. 

ly 19 it was reported company plans to finance its 
56 construction program (costing about $40,000,000) 
rough issuance of debentures and treasury funds in 
ter part of year. Underwriter—Probably Blyth &'Co., 
c. 


Northern Pacific Ry. (12/19) 

ds are expected to be received by this company on 
c. 19. 1956, for the purchase from it of about $7,7350,C00 
uipment trust certificates. Probable bidders: Halsey, 
uart & Co. Inc.; Salomon Bros. & Hutzler. 
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Offshore Gathering Corp., Houston, Texas 

Nov. 18, 1955, David C. Bintliff, Pres., announced com- 
pany has filed an application with the Federal Power 
Commission for a certificate of necessity to build a 
364-mile submarine gas pipeline off-shore the coast of 
Louisiana from the Sabine River to the Gulf Coast of 
the State of Mississippi. it is estimated that this gather- 
ng system will cost approximately $150,000,000. Type 
sf financing has not yet been determined, but tentative 
dlans call for private sale of first mortgage bonds and 
public offer of about $40,000,000 of securities (probably 
notes, convertible into preferred stock at maturity, and 
common stock). Underwriter—Salomon Bros. & Hutzler, 
New York. 


Oklahoma Corp., Oklahoma City, Okla. 

July 26 it was announced company has been authorized 
by the Oklahoma Securities Commission to issue and 
sell in the State of Oklahoma $20,000,000 of its capital 
stock ($10,000,000 within organization and $10,000,000 
publicly). Proceeds—To organize or acquire seven sub- 
pats 7 gg Business—A holding company. Underwriter 
—None. 


Oklahoma Gas & Electric Co. (1/29) 
Nov. 27, it was reported company plans to issue and 
sell $20,000,000 first mortgage bonds. Proceeds—To repay 
bank loans and for construction program. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Lehman Brothers and 
Blyth & Co., Inc. (jointly); The First Boston Corp.; Mer- 
rill Lynch, Pierce, Fenner & Beane and White, Weld & 
Co. (jointly); Harriman Ripley & Co. Inc.; Kuhn, Loeb 
i Co. Bids — Tentatively expected to be received on 
an. 29. 


* Pacific Gas & Electric Co. (1/22) 

Dec. 5, the company announced it has tentative plans 
to issue and sell $35,000,000 of first and refunding mort- 
gage bonds. Proceeds—For construction program. Un- 
derwriter—-To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Blyth & 
Co., Inc.; The First Boston Corp. Bids—To be received 
on Jan. 22. 


Pacific Northwest Power Co. 

Aug. 13 it was reported company plans to sell about $32,- 
000,000 of common stock to the organizing companies and 
that arrangements are expected to be made to borrow 
up to $60,000,000 on a revolving bank loan which will be 
reduced through the sale of bonds to institutional in- 
vestors as well as the general public. Proceeds—To pay, 
in part, for cost of new power project to cost an esti- 
mated $217,400,000. 


Pacific Petroleums, Ltd. 
Nov. 19 it was reported company plans to offer $12,000,- 
000 to $13,000,000 of debentures. Underwriter—Eastman, 
Dillon, Union Securities & Co. Offering — Expected in 
January. 


Palisades Amusement Park, Fort Lee, N. J. 
Aug. 21, Irving Rosenthal, President, announced that 
company -plans to purchase another amusement park and 
merge the two and then sell stock to public. 


Pan Cuba Oil & Metals Corp. (Del.) 
April 9, Walter E. Seibert, President, announced that 
company will soon file a registration statement with the 
SEC preparatory to an equity offering planned to take 
place later this year. Business—To explore, drill and 
operate eil, gas and mineral properties in the United 
ee we and Canada. Office—120 Broadway, New 

ork, N. Y. 


Pennsylvania Electric Co. 

Sept. 12 it was announced company plans to issue and 
sell $6,000,000 of first mortgage bonds. Underwriter— 
To be determined by. competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Merrill Lynch, Pierce, 
Fenner & Beane, Eastman Dillon, Union Securities & 
Co. and White, Weld & Co. (jointly); Equitable Securi- 
ties Corp.; The First Boston Corp.; Harriman Ripley & 
Co. Inc.; Kuhn, Loeb & Co. 


Phillips Petroleum Co. 
Sept. 24 it was indicated that the company next year 
will give consideration to refunding its $75,000,000 of 
short-term bank loans. After review, the company will 
decide the most appropriate type of long-term borrow- 
ing, whether it be insurance loans, long-term bank 
borrowing, convertible debentures or straight deben- 
tures. Underwriter—The First Boston Corp., New York. 


* Pittsburgh & Lake Erie RR. (1/24) 

Bids are expected to be received by this company on 
Jan. 24 for the purchase from it of $6,720,000 equipment 
trust certificates to be dated Feb. 15, 1957 and to mature 
in 15 equal annual instalments to and inicluding Feb. 15, 
1972. Probable bidders: Halsey, Stuart & Co. Inc.; Salo- 
mon Bros. & Hutzler. 


Pittsburgh Rys. Co. 
May 4 it was announced that Standard Gas & Electric 
Co. will offer to its stockholders rights to subscribe for 
540,651.75 shares of Pittsburgh Rys. Co. Price—About $6 
per share. 


Public Service Co. of Colorado 
Oct. 8 it was reported company plans the issue and sale 
of $30,000,000 first mortgage bonds. Proceeds—-To repay 
bank loans and for new construction. Underwriter—To 
be determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Kidder, Peabody & Co. and 
White, Weld & Co. (jointly); The First Boston Corp.; 
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Blyth & Co., Inc. and Smith, Barney & Co. (jointly); 
Lehman Brothers; Harriman Ripley & Co. Inc. Bids— 
Expected to be received early in 1957. 


Public Service Co. of Indiana, Inc. 

July 30 1t was reported company may issue and sell about 
$3U,00U,000 tirst mortgage bonds. froeceeds — To retire 
bank loans and for consiruction program. Underwriter— 
To be determined by competitive bidding. Probable bid- 
ders: Haisey, Stuart & Co. bnec.; Blyth & Co., inc.; The 
First Boston Corp.; Harriman HKipiey & Co. inc.; Glore, 
Forgan & Co.; Kuhn, Loeb & Co., Salomon Bros. & 
Hutzier and Eastman Dillon, Union Securities & Co, 
(jointly). Offering postponea. 


* Public Service Co. of Oklahoma (2/4) 

Dec. 10 it was reported company plans to issue and sell 
about $12,000,000 of first mortgage bonds due 1987. Pro- 
ceeds—To repay bank loans and for new construction, 
Underwriter—'Lo be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Kuhn, Loeb 
& Co., Eastman Dillon, Union Securities & Co. and Carl 
M. Loeb, Rhoades & Co. (jointly); Blyth & Co., Inc.; The 
First boston Corp.; Equirabie pecurliies Corp.; White, 
Weld & Co. and phielas & Co. (joinuy); Giore, Forgan 
& Co.; Salomon Bros. & Huizler. Bis — ‘lentatively 
scheduled for Feb. 4. 


Puget Sound National Bank of Tacoma 
Nov. 14 stockholders approved an offering of 25,000 addi- 
tional snares ot new capliai s.iccK (par $1U) on the 
basis otf one new snare for exucn three snares held; 
rights to expire on wvec. i4. Price — $3u per share, 
Proceeds—'l'o increase cCapi.ai anu surplus. 


% Reading Co. (12/17) 

Bids will be received by the company up to noon (EST 

on Dec. 17 for the purchase from it of $5,250,000 equip- 
ment trust certificates aue semi-annuaily trom July 1, 
1997 to Jan. 1, 1972, inclusive. Probavie bidders: Halsey, 
Stuart & Co. inc.; Salomon Bros. & Hutzler. 


St. Louis-San Francisco Ry. 

Sept. 5 company offered not exceeding $61,600,000 of 
5U-year income 0% debentures, series A, due Jan. 1, 2006, 
154,0U0 shares of common stock (nv par), and cash 
equivalent to the unpaid portion of the preterred divi- 
dend which has been deciared payable in iyvd6, in ex- 
change for its 616,UuU0 shares of $lUuU par value 5% pre- 
ferrea stock, series A, on the basis of $100 of deben- 
tures, One-quarter share of common stock and unpaid 
dividends ot $2.5U per preterred share in exchange for 
eacii 0% preterred siare. Lue vile: will expire on Dec. 31, 
1956, unless extended. Dealer-Manager — Eastman Dil- 
lon, Union Securities & Co., New Yuik. Excnange Agent 
—'ihe Chase Mannattan Bank, New Yurk. 


Scovill Manufacturing Co. 

Nov. 29, it was announced directors have approved plans 
to raise $15,000,000 in January througn the sale of some 
additional common stock (probably about 176,000 shares) 
to stockholders on a basis of not more than one new 
share for each eight shares held (there are 1,411,578 
snares of common stcck Ou.Sslanaing), and a debenture 
offering of about $9,000,600. Proceeds — For expansion 
and modernization program. Underwriter — Morgan 
Stanley & Co., New Yorx. 


Sears Roebuck Acceptance Corp. 

Dec. 1, Theodore V. Houser, Chairman, announced that 
this company, a subsidiary of Sears, Roebuck & Co., 
plans early registration of $50,000,000 of long-term de- 
bentures. Proceeds — To purchase customer instalment 
receivable from parent. Underwriters—-Goldman, Sachs 
& Co.; Halsey, Stuart & Co. Inc.; and Lehman Brothers; 
all of New York and Chicago. Oftering—Scheduled for 
January, 1957. 


Security National Bank of Huntington, N. Y. 
Nov. 21 it was announced stockholders have approved 
an offering to stockholders of 19,784 additional shares 
of stock (par $5) on the basis of one new share for each 
25 shares held as of record Nov. 20, 1906; rignts will 
expire on Dec. 14. Price—$30 pcr share. Preceeds—1'o 
increase capital and surplus. 


Seiberling Rubber Co. 
Sept. 10 it was reported that the company plans long- 
term debt financing and/or issuance oj additional com- 
mon stock. Proceeds—To redeem preferred stocks and 
for expansion program, etc. Underwriter — Probably 
Blair & Co. Incorporated, New York. 


Slick Airways, Inc. 

Nov. 15 stockholders approved an increase in the author- 
ized common stock from 1,000,000 no par shares to 
2,000,000 $5 par shares. It was stated that the company 
may issue and sell a convertible debenture issue or some 
common stock in order to raise $5,000,000. Proceeds— 
For purchase of new aircraft and working capital. 
Underwriters—Auchincloss, Redpath & Parker and Allen 
& Co., both of New York, handled stock rights offering 
early in 1956. 


Socony Mobil Oil Co. 

Nov. 27 it was announced the company plans early in 
1957 to offer additional capital stock to its stockholders 
on the basis of not more than one new share for each 
10 shares held (at Sept. 30, 1956 there were outstanding 
43,727,585 shares). The financing may also include an 
offering of debentures not exceeding $100,000,000. Pro- 
ceeds—For exploration and development costs and fer 
plant expansion. Underwriter—Morgan Stanley & Co., 
New York. 


Continued on page 116 
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Southern Electric Generating Co. 
May 18, it was announced that this company, 50% owned 
by Alabama Power Co. and 50% by Georgia Power Co., 
subsidiaries of Southern Co., plans to issue debt securi- 
ties. Proceeds—Together with other funds, to construct 
and operate a $150,000,000 steam electric generating plant 
on the Coosa River in Alabama. Underwriter—May be 
detegmined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Eastman, Dillon, Union Secu- 
rities & Co.; Equitable Securities Corp. and Drexel & Co. 
(jointly); Lehman Brothers; Harriman Ripley & Co. 
Inc. and Goldman, Sachs & Co. (jointly); Blyth & Co., 


Inc. and Kidder, Peabody & Co. (jointly); Morgan 
Stanley & Co. 
Southern Indiana Gas & Electric Co. (1/22) 


Nov. 16 the company filed with the Indiana P. S. Com- 
mission an application for authority to issue and sell 
$5.000.000 30-year first mortgage bonds due 1987. Pro- 
ceeds—To repay bank loans and for construction pro- 
gram. Underwriter—-To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Equitable Securities Corp.; Kuhn, Loeb & Co. and Salo- 
mon Bros. & Hutzler (jointly): Blair & Co. Incorporated; 


Kidder, Peabody & Co.: Eastman, Dillon, Union Securi- 
ties & Cc.: The First Boston Corp.; White, Weld & Co. 
and Shields & Co. (jointly) Bids—Tentatively ex- 
pected to ke received on Jat Bias 

Southern Pacific Co. (1 3) 
Bids are expected to be received by the company on 


Jan. 3 for the purchase from it of about $9,600,000 of 
equipment trust certificates. Probable bidders: Halsey, 
Stuart & Co. Inc.: Salomon Bros. & Hutzler. 


Southern Ry. (1/8) 
ids are cxpected to be received vy the company cn 
Jon. 8 fer the purchase from it of about $5,600,000 
equipment trust certificates. Probable bidders: Halsey, 
Stuart & Co. Inc.: Salomon Bros. & Hutzler. 


Southwestern Gas & Electric Co. (1/22) 
Nov. 21 it was reported company plans to issue and sell 
$10,000,000 of first mortgage bonds due 1987. Proceeds 
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for new construction. Underwriter—To be determined 
by competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Equitable Securities Corp.; Salomon Bros. & 
Hutzler; Blyth & Co., Inc.; Lehman Brothers; Kuhn, 
Loeb & Co.; Merrill Lynch, Pierce, Fenner & Beane. 
Bids—Expected to be received on Jan. 22. 


® Southwestern Public Service Co. (1/15) 

Dec. 4 it was announced company plans to offer to 
stockholders 292,000 additional shares of common stock 
on or about Jan. 15 (with an oversubscription privilege) 
on a 1-for-14 basis. Proceeds—For construction program. 
Underwriter—Dillon, Read & Co., New York. Registra- 
tion—Expected on Dec. 21. 


Texam Oil Corp., San Antonio, Texas 
Oct. 1 it was announced that the 1,000,000 additional 
shares of common stock, recently authorized by the di- 
rectors, will provide the company with the additional 
working capital it will require for further expansion. 


United States National Bank of San Diego, Calif. 
Nov. 9 it was announced Bank plans to offer to its 
stockholders 75,00G additional shares of capital stoc'x 
(par $10) on the basis of one new share for each 224 
shares held as of Nov. 15, 1956: rights will expire on 
Dec. 20. Price—$27.50 per share. Proceeds—To pur- 
chase Pasadena-First National Bank and its two branches 
in Pasadena, effective Dec. 7, 1956. 


V2iley Nationa! Bank, Phoenix, Ariz. 
Nov. 27 it was announced stockholders will vote Jan. 15, 
1657 on approving a proposal of the bank to offer to its 
common stockholders of record Jan. 15, 1957 the right 
to subscribe for 105,000 additional shares of common 
stock (par $5) on the basis of one new share for each 
12 shares held. Price—-To be named later. Proceeds—To 
increase capital and surplus. Underwriters—A syndicate 
of local and national investment houses whose identity 
will be made public at a future date. William R. Staats 
& Co. and Blyth & Co., Inc. underwroite rights offering 
in July, 1954. 


Wabash RR. (1/9) 
Bids are expected to be received by the company on 
Jan. 9 for the purchase from it of approximately 
$2,000,000 equipment trust certificates. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler. 
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Washington Gas Light Co. ; 
June 7 it was announced company proposes to finance 
proposed new construction of pipeline in Virginia tc 


cost about $3,380,000 from funds generated by operations Gr 
sale of common stock and temporary bank borrowings iN 
Underwriter — The First Boston Corp., New York; an¢ my 


Johnston, Lemon & Co., Washington, D. C. 


% West Penn Electric Co. 

Dec. 5 it was reported company plans to offer to its 
common stockholders in March, some additional commor 
stock. Price — To be named by company (sufficient t« 
raise about $11,000,000 or $12,000,000). Proceeds—Fo 
construction program and to repay bank loans. Under 
writer—To be determined by competitive bidding. Prob 
able bidders: Carl M. Loeb, Rhoades & Co.; The Firs 
Boston Corp. and W. C. Langley & Co. (jointly); Lehma: 
Brothers and Goldman, Sachs & Co. (jointly). 
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Western Pennsylvania National Bank 
Nov. 13 it was reported Bank plans to offer to its stock 


holders 132,812 additional shares of capital stock on 4 10. 
1-for-3 basis. Price—$30 per share. Proceeds—To in Re 
crease capital and surplus. Office—McKeesport, Pa. i 
* Winters National Bank & Trust Co. (1/15) ear 
Dec. 3 it was announced Bank plans to coffer to its stock e7 
holders on or about Jan. 15 the right to subscribe foi ime 
175,000 additional shares of capital stock on a 1-for- 7ilk 
basis: rights to expire on Jan. 30. Price—$22 per share : 
Underwriter—Greene & Ladd and Grant Brownell & Co. NA 
both of Dayton, Ohio. LIES 
Aine 
% Wrigley Properties, Inc. anu 
Dec. 6 it was announced this company, a newly formec iS } 
subsidiary of ACF-Wrigley Stores, Inc., plans to offei f $4 
its shares of capital stock for subscription by the latter’s 1g 
stock, debenture and option holders, the offering t oun 
stockholders to be on the basis of one share of Proper Pres) 
ties stock for each two shares of ACF-Wrigley. Proceeds anne 


—To develop locations principally for use by the paren 
company, which may inciude individual locations, ware 
house sites and shopping centers. Underwriter—Alle 
& Co., New York. Registration—Expected shortly. 
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—-To repay approximately $6,000,000 of bank loans and 
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Observations... 


tions permitting accelerated amortization of plant machinery, hav- 
ing the efiect of partially deferring registered earnings. 

Among balance sheet items, remember that investor-wise at 
least, current assets are far more important than fixed assets; with 
added assurance derivable from a high working capital. 


Whatever the great uncertainties remaining in the way of 
2o0praising management, it coes entail the constructive major bene- 
fit of impressing on the investor’s consciousness the propriety of 


employing realism in the way of value criteria in lieu of vague 
-lamour. 
Your Status as a Publie Stockholder 
Overall there remain two main facets of stockholder imvo- 


tence. The first hits him within his company, vis-a-vis manage- 
ment; stemming from the basic technique of our corporate system, 
under which ownership is separated from control—as originally 
delineated in the epochal volume by Adolph Berle and Gardiner 
(C. Means, The Modern Corporation and Private Property. Again, 
ia the community, the shareholder finds himself without power 
versus both other groups and government intervention. In contrast 
to other community sectors, and vocally effective pressure groups, 
tae shareholder remains unorganized—the real “forgotten man.” 
In the absence of service from any large-scale trade associa- 
tion, the current safeguarding of his rights and interests is to a 
sreat extent vouchsafed in a few stockholder groups, as the Inves- 


tors League and the United Shareholders of America: or in the 
ctivities of a few aggressive and colorful individuals largely 
concentrated in dramatized proxy fights or activity at annual 


micetings. In sum, the stockholder’s protection is haphazard. 

Part of his basic trouble is the persistence of public relations 
ciificulty. He still carries the connotation of “Wall Street.” Again, 
fie is only a shareholder part time, leading to apathy in contrast to 
tull-time concern by other categories in the community. 

Vis-a-vis management, the two basic and constructive ques- 
tons are not fully met; namely, is the management capable and 

forthy of confidence; and is it actually treating the stockholders 

tairly? Instead, too often attention is concentrated on superficial 
issues, as salaries. And too frequently, and in surprising quarters, 
s that inexcusably upwarranted and invalid “philosophy” sub- 
<crived to: “If you don’t like it, sell your stock.” This is akin io 
-elling the citizen to leave his country if he finds some of his 
overnment’s doings objectionable. 

The stockholder should rather, either on his own or with reli- 

ble aid, exercise continuing judgment on such items as compensa- 
tion, eliminating the influence of sensationalism and demagoguery: 
the stock option; Cividend policy, a most difficult matter to weigh 
objectively; end the independence of the directors from the execu- 
tives, an additional guarantee of good practice. 
Possibilities ef Reforming the Director System 

The director system should 
Cumulative voting could be 

The Board might be composed of three sets of 
(1) Managers, who are experienced in the business. (2) Owners, 
who are stockholders in substantial amounts. (3) Intelligent busi- 
nessmen; accustomed to directing the affairs of others, and apprais- 
ing their results. Tney would protect the nondirectors. 


be reformed in several 


universalized. 


ways. 


directors: 


While director compensation, as tried in England and to a 
lesser extent here, is not the key; remuneration made in stock 
might be helpful, for ensuring community of interest. More effec- 


tive than stock options 
obligation. 


it would enhance the sense of trusteeship 


Conclusion 
In any event, the shareholder’s most beneficial action for his 
own well-being in cempany relationships, under present condi- 
tions, lies along the constructive lines of behaving as a business 
owner; and thus conscientiously discharging his obligation to his 


capital investment. 


$163,245,600 Memphis Eleciric Light Plani 
Revenue Bonds Offered for Public Investment 


The largest revenue bond offer- 
ing ever undertaken by any city 


for the construction of electric 
generating and distribution faci- 
lities is being made today with 


the public offering of $163,245,000 
City of Memphis, Tenn., Electric 
Light Plant Revenue Bonds, 
Series A. The ofiering, considered 
the most important piece of new 
financing to come into the muni- 
cipal market in the last six 
months of 1956, is being made by 
a nation-wide group of approxi- 


mately 450 members headed 
jointly by Salomon Bros. & 
Hutzler; Smith, Barney & Co.; 


Blyth & Co., Inc., Halsey, Stuart 
& Co., Inc.; J. C. Bradford & Co., 
and Equitable Securities Corpora- 
tion. 


The offering consists of (a) 
$143,245,000 of 4.40% term bonds 


due Jan. 1, 1992, with a mandatory 
annual sinking fund beginning in 
1963 and (b) $20,000,000 of 5° 
4%, and 4.20% serial bonds due 
Jan, 1, 19€3-1977, inclusive. 

The term bonds 
fered at 100% and 
est. The serial bonds are scaled 
from a yield of 3.50% toa 
price of 100 (4.20% yield). 


(ys 


are being of- 
accrued inter- 


Proceeds from the offering will 
be applied by the City of Mem- 
phis, which has operated a muni- 
cipal electric system for many 
years, to the cost of construction 
and acquisition of improvements 
to and extensions of the system of 
the City. Specifically, the pro- 
ceeds will be used in connection 
with the construction of a gener- 
ating station to provide the power 
requirements the City purchases 
from the Tennessee Valley Au- 


dollar 


thority under a contract expiring 
on June 1, 1958. 

Operating revenues of the elec- 
tric system have increased stead- 
ily over the years, to $20,416,557 
in 1955 from $5,356,129 in 1941. 
A projection of revenues indicates 
total operating revenues in the 
year 1965 will amount to $65,128.- 
564. 

The serial bonds maturing Jan. 
1. 1968 to and including Jan. 1, 
1967 are not subject to redemp- 
tion. 

The serial bonds maturing Jan. 
1 ,1968 to and including Jan. 1, 
1977 and the term bonds are sub- 
ject to redemption in whole or 
at any time on and after Jan. 1, 
1967 on not less than 30 nor more 
than 60 davs notice. 

The serial bonds are not re- 
deemable prior to the redemption 
of. all of the term bonds. The 
term bonds are not redeemable as 
a whole for refunding purposes 
prior to Jan. 1, 1967. 

The serial bonds maturine Jan 
1, 1968 to and ineluding Jan. 1. 
19677 and the term bonds are sub- 
ject to redemption in part on Jan. 


1, 1963 or on any interest pay- 
ment date thereafter on not less 
than 30 nor more than 60 davs 


notice in inverse order of matur- 
ity and by lot within a maturity 
through the operation of th: 
sinking fund account and redemp- 


tion fund. 

Serial and term bonds eall 
prices as a whole range from 
104% to 100%, while sinking fund 
and redemption fund call prices 
range from 102% to 100%. 

Interest on the bo..ds are ex- 
empt for Federal taxes under 


existing laws. 
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Dillon, Read Group 8 
Offers Texas Eastern 


Transmis’n 51/.% Debs 


Dillon, Read & Co. Inc. head 
an investment banking grou . 
which is offering today (Dec. 13 r | 
a 


$30,000,000 of Texas Easter 
Transmission Corp. 5!2% deben 
tures due Dec. 1, 1976, priced < 
i00%. 

The net proceeds from the sal 
of the debentures will be used b 
the company to prepay $28,000,00 
of revolving credit notes and th 
balance will be added to corporat 
funds. The major portion of th 
revolving credit notes was origi 
nally incurred in connection wit 
a $238,000,000 program which con 
templates an increase of 250 mil 
lion cubic feet of gas per day i 
the capacity of the company’s sys 
tem and the reconversion of 
major portion of the “Little Bi 
Inch” pipe line to transportatio 
of petroleum products. Addition: 
financing to the extent,of appro 
imately $100,000,000 will be nec 
essary to complete the progran 
Approximately half of the gas fo 
the new program is to be pur 
chased fram Petrolegs Mexicano} 
of the Mexican Gov 
on t 


an agency 


ernment, at a connection 
Rio Grande and the balance is t 
producers i 


be purchased from 


the Gulf Coast area of the Units 


States. The reconversion of pa 
of the “Little Big Inch” will er 
able the company to furnish 


petroleum products transportatio 
service extending from Beaumon 













Texas to Moundsville, W. Va AT 
with a lateral to Chicago, Il. DE 
A semi-annual sinking fund, be ML 
ginning Aug. 1, 1959, will reti FU! 

approximately 96.3° of the isst 

prior to maturity. The debenture 
are also redeemable at the optio Aton 
1033 






cf the company at any time aftd 
Dec. 1, 1961 at prices scaling fro: 
10512% to 100%. 
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Wellington Fund 
Sales at Record 


Gross sales of Wellington Fund 
1 November were the highest for 
ny one month in the 27-year his- 
ry of the fund, according to A. J. 
filkins, Vice-President, who re- 
orted $11,667,000 sales for No- 
ember. This compared with $9,- 
60,000 in November last year. 
Mr. Wilkins reported that the 
ecord volume in November 
rought sales for the first 11 
onths this year to $95,574,000, 
Ine highest total for any similar 
eriod in the fund’s history. This 
ompared with sales of $66,284,000 
) the first eleven months a year 
go, for a gain of $29,290,000 or 
4%. 

Results in the first 11 months 
1is year indicate that gross sales 
f Wellington Fund for the full 
ear 1956 will approach or exceed 
e $100 million mark for the first 
ime in the fund’s history, Mr. 
Jilkins stated. 


NATIONAL SECURITIES SE- 
IES sales established a new all- 
ime high of $57,373,934 for the 
anuary through November period 
is year, and compared with sales 
f $49,467,535 for the correspond- 
1 months in 1955, it was an- 
ounced by E. Waln Hare, Vice- 
President of National Securities & 
esearch Corp., sponsors and man- 
gers of the National Securities 
eries. In spite of the generally 
eclining market during the month 
{ November this year, sales of 
e National Securities Series rose 
6% over those for the same 
onth a year ago, Mr. Hare re- 
rted. Total volume for Novem- 
er was $4,357,123, against $2,- 
79.670 in November 1955, he 
dded. 


Putnam Fund Sales 


Purchases by investors of new 
vares of The Putnam Fund dur- 
ng November were the largest 
r any month in the history of 
1e fund, up 26° over November 
f last year and totalling more 
an $2,400,000. With redemptions 
r the month down 41%, the 


ount of net new money enter- 
ig the fund showed an increase 
if 49% over November, 1955. For 
ie three months September 
irough November, purchases of 
ew shares were up 24% over the 

rresponding period of last year. 
Bedemptions were down 22% and 
et new money represented an in- 
rease of 44%. 
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Mutual Funds 
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Business Outlook Favorable 


The business outlook over the near term continues to shape 
up favorably with indications that the last quarter of 1956 and 
the first half of 1957 may show the same rate of improvement as 
seen in the past year, A. Moyer Kulp, Vice-President and Chair- 
man of the Investment Committee of the $500 miilion Wellington 
Fund stated. The business improvement in the past year has been 


running at the annual rate of 4% 


in the production index and 5% 


in gross national product, Mr. Kulp added. 
The Wellington executive in his periodic review of the busi- 
ness situation, points out that a clue to business prospects will be 


the sales trend of 1957 
reported to have had a 


automobiles. 
favorable 
months will provide a test of consumer attitudes. 


“The new car models are 
reception and the next few 
The industry, 


generally, i¢ looking for about a 10% increase over 1956.” 
Reviewing the tight money situation, Mr. Kulp stated that the 
Federal Reserve’s policy of restricting the available supply of 
creait to an approximate balance with available man-power and 
raw materials is hurting in spots, but has maintained a stable 


economy. 


Although there has been an upward pressure on com- 


modity prices, caused by rising wages, the rise in the cost of living 
has been held down to an annual rate of about 2%. 


Discussing corporate profit 


margins and profits, Mr. Kulp 


pointed out that it takes the best corporation managements a little 


time to offset higher wage and raw material costs. 


The last two 


quarters earnings reports reflect this. However, rising volume of 
business in the fourth guarter of 1956 and a good first quarter 


expected in 1957, should help considerably. 


In addition, manage- 


ments will have had some time in which to effect economies and 
re-price products, the Wellington executive stated. 





Hy 

Delaware Fund 

se 

Boosts Its Oil 

P Ce 

Holdings 

Delaware Fund now has 16.6% 
of its total net assets invested in 
the oil industry, as compared with 
13.8% on Sept. 30, last, according 
to the fund’s latest semi-monthly 
Directors’ Report. 

W. Linton Nelson, President, in 
a commentary on the fund’s in- 
creased oil position, says “Now it 
appears unlikely the Suez Canal 
will be back in operation within 
six months, and many qualified 
observers are even extending this 
estimate to a year. Consequently,” 
he points out, “instead of oil mov- 
ing to our Atlantic seaboard from 
the Middle East, we are being 
called upon to dip into Our sup- 
plies and make up the deficits in 
Western Europe.” 

The fund’s investment in this 
industry now consists of 10,000 
shares of Anderson-Prichard; 
9,000, Arkansas Fuel Oil; 15,000, 
Chicago Corn.; 8,400, Cities Serv- 
ice; 15,000, Ohio Oil; 2,000, Phil- 
lips: 5,000, Richfield; 1,500, Royal 
Dutch: 10,000, Shamrock; 8,500, 
Sinclair; $500,000, Sinclair 4°%% Cv. 
Deb.; 10,000, Socony; 10,000, Stad. 
of Indiana; 10,000, Std. of N. J.; 
12,000, Std. of Ohio; 20,000, Sunray 


Mid-Continent; and 8,000, Union 
Oil of Calif. 

Delaware liquidated its holdings 
of Gulf and Standard of California 
early this past August. 


Colonial Fund 
Plans Stock Split 
Of Two-for-One 


Colonial Fund, Inc., America’s 
oldest investment company now 
operating as a mutual fund, has 
announced plans for a 2-for-1l 
stock split. 

James H. Orr, President of Co- 
lonial Fund, announced that the 
fund’s shareholders will be asked 
to double the authorized capital. 
Mr. Orr said, ‘“‘After the share- 
holders vote, the directors are ex- 
pected to declare a 100% stock 
distribution to shareholders of 
record Dec. 31.” 

He also pointed out in the an- 
nual report just released that dur- 
ing the past year total net assets 
of the Fund had risen over $9,- 
000,000 to a new high of over $35,- 
006,000 at Oct. 31. “Per share net 
asset value at that date,” he said, 
“was $19.43, up 10% for the fiscal 
year after allowance for security 
profits distributions of $1.30. 
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Ten Million Dollar 
Florida Growth 
Fund Offering 


Pa. a 
ixpected Soon 

The first offering of the shares 
of Florida Growth Fund, Inc., 
Palm Beach, is expected to be 
made in the near future when 
Frank B. Bateman Ltd. offers 2,- 
000,000 capital shares at § 
share. 

The fund which was incorpo- 
rated on July 19, 1955 in Florida 
is presently a closed-end com- 
pany, but will become an open- 
end diversified company, with re- 
deemable shares, on and after the 
sale of all 2,000,000 shares of the 
initial offering or 30 days after 
the registration statement  be- 
comes” effective, whichever is 
sooner. However, the board of 
directors may extend the time up 
to two 60-day consecutive periods. 
Until such time, the fund will 
not invest any of its funds in se- 
curities other than U. S. Govern- 
ment obligations. 

The company’s offices, and 
those of its investment manager 
Florida Growth Co.—are at 243 
South County Road, Palm Beach. 
Custodian, transfer and disbursing 
agent are Florida National Bank 
& Trust Co., of West Palm Beach. 

The directors of the Fund are 
as follows: Frank B. Bateman 
(President) is managing partner 
of Frank B. Bateman, Ltd.; Ar- 
thur E. Burke (Vice-President) 
formerly connected with the 
Guaranty Trust Co., of New York; 
William M. Bateman (Secretary 
and Assistant Treasurer) is a 
member of the Philadelphia-Bal- 
timore Stock Exchange and Sales 
Manager and a general partner of 
Frank B. Bateman, Ltd. 

Alex. J. Disher, formerly with 
Tucker, Anthony & Co., New 
York, members of New York 
Stock Exchange; Jeremiah Ma- 
guire, Chairman of Federation 
Bank & Trust Co., New York, 
Chairman of Interstate Sanitation 
Commission, President and direc- 
tor of Railroad Utilities Co., di- 
rector of Merchants and Mfgs. 
Insurance Co., Traveller’s Aid 
Society and Wilson Bros., Chi- 
cago, President and a director, 
Fifth 912 Corp. and director and 
Treasurer of Palm Beach Play- 
house Corp., Palm Beach, Fla.; 

Henry F. Richardson, Jr., mem- 
ber of the New York and Florida 
Bars, partner, Coe, Richardson 
and Broberg, Palm Beach, Fla.; 
George R. Schneider, Chairman 
of the Board of Security Consel- 
lors, Inc., Chicago, Ill., and Chair- 
man of the Board of Automation 
Fund, Inc., Chicago, Ill.; Charles 
G. Terry, formerly associated with 
Schoellkopf, Hutton & Pomeroy, 
Buffalo, N. Y., investment bankers 
for 28 years, from which he re- 
tired as Vice-President and di- 
rector, later President and di- 
rector of American Securities 
Corp., New York, director and 
Chairman of Finance Committee, 
Colorado Fuel & Iron Corp., Den- 
ver, Colo., and a director of U. S. 
Vitamin Corp., American Bosch 
Arma Corp., and ACF-Wrigley 
Stores, Inc., and Hall-Scott Mo- 
tors, Inc.; and 

Oliver Whipple, Vice-President 
of Gulf Insurance Co., Jackson- 
ville, Fla., in charge of its invest- 
ments, which he has held 
in the Mutual Life Insurance Co., 
of New York, 
merly Vice-Presi 
curities Co., New 

Carl I. Cassell 
of Palm 


Treasurer. 


$5 a 


office 


for- 


Se- 


also he was 


dent, Union 
York. 
Cashier of Bank 


Beach & Trust Co., is 
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National Offers New 
Atomic Age Booklet 


Investing in the “‘Atomic Age” 
requires the joint efforts of scien- 
tists and engineers as well as 
trained investment analysts, ac- 
cording to a new booklet prepared 
by National Securities & Research 
Corporation, sponsors and man- 
agers of National Growth Stocks 
Series and six other mutual in- 
vestment funds with assets of al- 
most $300,000,000. 

“Unlike other present day tech- 
nology,” the booklet points out, 
“atomic energy has little history 
to study. The future must be pro- 
jected through a technical under- 
standing of these new engineering 
developments and their short and 
long term potentialities.” 

Entitled “Give Me A Place to 
Stand and I Will Move the Earth,” 
the booklet outlines in simple lan- 
guage the investment potential- 
ities of recent atomic develop- 
ments. It was prepared by Robert 
Colton, manager of the National 
Securities’ Atomic & Electronics 
Division, in collaboration with 
Nuclear Corporation of America, 
Inc., an organization staffed with 
nuclear physicists, chemists and 
electronic engineers. The scope of 
atomic technology, the main nu- 
clear processes, and related radio- 
isotopes technology are summar- 
ized; other specific subjects are 
also covered, including atamic 
fuels, reactor technology, chemi- 
cal-nuclear processes, special ma- 
terials, and nucleonic instruments, 
always emphasizing their rela- 
tionship to investment opportuni- 
ties. 


Affiliated Fund 
Assets Now at 


$358 Million 


Affiliated Fund, one of the larg- 
est investment companies, shows 
new year-end highs in net assets. 
shares outstanding and number of 
shareholders in its report for the 
year ended Oct. 31, 1956. 

Net assets increased by $22,370,- 
920 to $357,977,445. Shares out- 
standing increased 4,148.343 to 
60,137,555. Shareholders increased 
6,684 to 133,757. The number of 
participants in tke company’s 
Periodic Investment Program con- 
tinued to grow and reached an 
all-time high of 26,810. 

Per-share net assets increased by 
27 cents after adjusting the value 
a year earlier for a 31 cent dis- 
tribution of net realized security 
profits to shareholders of record 
on the first day of the fiscal year. 

Dividends from income, totaling 
23 cents a share, were paid in 
cash toward the end of each quar- 
terly period. 

In his report, H. I. Prankard, IT, 
President, points out that to those 
shareholders who accepted their 
year-end capital gain distributions 
in additional shares of stock, divi- 
dends from income have increased 
over 70% in the past 10 years, 
while the cost of living increased 
by. 21%, 

The company has substantially 
reduced its investments in manv 
of the popular so-called “growth 
stocks,” believing that the mar- 
ket prices for many reflect too full 
a valuation of their long-range 
growth prospects. Currently, its 
investments are largely in servyv- 
ice companies, producers of non- 
durable goods and companies 
producing fuel and raw materials. 


Philadelphia Fund total net as- 
sets crossed the $5 million mark 
for the first time, Roy R. Coffin, 
President, reported. Assets of the 
fund are now at an all time high 
of $5,101,000, equal to $18.72 per 
share on the outstanding stoc«< 
This represents an increase i 
$1,040,000 or 25% over total net 
assets of $4,061,000 equal to $18.01 
a share at the start of 1956.- Mr 
Coffin attributed the increase 

Continued on page 1!% 
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« j The following statistical tabulations cover production and other fi for t 
Indications of Current 7 other figures for the 


latest week or month available. Dates shown in first column are either for the 


Business Activity week or month ended on that date, or, ia cases of quotations, are as of that date: 


een Latest Pre vious Month Latest Previous Year 
AMERICAN IRON ANB STEEL INSTITUTE: Veek Week Ago . 7 — oe Month Month Ago 
Indicated steel operations (percent of capacity) I ] 2 *101.3 106.2 100.3 | BUILDING PERMIT VALUATION — DUN « 
Equivalent to BRADSTREET, INC.—215 CITIES—Month 
Steel ingots and castings (net tons) ( 2,e 2,493,000 , 466,900 ‘,421,006 of October 
lew Enela ew , " : 
AMERICAN PETROLEUM INSTITUTE: ange one A $25,235,912 $41,514.711  $26.053,663 
Crude oil and condensate output—daily average (bbls Middle Atiantic 9. ’ 143,813.654 78.460 133 
~ 49 gallons each) Nov. 3 7,132,650 7,195,350 981.100 636, 406 South Atlantic : g. 36.035.444 44.435 779 
Creae ¢ runs to stills daily average (bbl } N t 14,000 6,111,000 633,000 601,000 East Central : 6740.92 100,331,047 102,814,486 
Gasoline output (bbis.) ; . 3 a 3,000 26,216,000 26,620,000 26,963, 00( South Central 323.06 75.695.241 73.156.089 
Kerosene output (bbls.) Nov. : 2,386,000 2,655,600 2,507,000 512,001 ees Contras 39.656, 25 28,676,526  54.193,249 
Distillate fuel oi] output (bbls.) Nov. 3 3,779,000 761,000 .477,000 2 475.006 Mountain 920.975 21,129.1°6 22 864.263 
Residual fuel ofl output (bbls. ) Nov. 3 567,000 },458,000 635,000 8,350,000 Pacific 95,517, : 79,313,394 85,415,094 
Stocks at refineries, bulk terminals, in transit, in pipe lines ae aL c Z aa 
Finished and unfinished gasoline (bblis.) at Nov. 3 75 ,000 , 544,000 2,626,000 157,535,000 ; rote United mates $529, 934, 7 $526, 509, 213 $487, 392. 734 
Kerosene (bblis.) at - . Nov. : 34,595,000 36,305,000 35,235,000 33.221, 006 New York City ; 72,251,615 96.679.762 44 087.975 
Distillate fuel oil ( bbls.) at Nov. 3 3,498,000 58,271,000 58,685,000 ,103,v0C0 Outside New York City 457,683 35% 429,829,451 443,304,776 
sidual fuel of] (dbis.) at Nov. 3 44,369,000 5,745,900 bt ,000 156,001 ome 
Residual igniting os) . CONSUMER CREDIT OUTSTANDING—BOARD 
ASSOCLATION OF AMERIC AN RAILROADS: ii ae OF GOVERNORS OF THE FEDERAL EF- 
Revenue freight loaded (number of cars) a a mig reg 23, SERVE SYSTEM—REVISED SERIES. Fst.- 
Revenue freight received from connections (no. of cars - eC SE - 63, mated short and intermediate term credit, 
CIVIL ENGINEERING CONSTRUCTION — ENGINEERING in millions as of Oct. 31 
NEWS-RECORD: ; ; “i ' _ ‘ Tctal consumer credit 
Total U. S. construction my 323,209,000 $: 118,009) $281, 230,232,006 Instalment credit 
Private construction _ seta Der 207,186,000 69,5#5,000 ’ ,6O6 39,050,009 Automobile 
Public construction Dec 10, 23,000 ,933,000 ,232,000 J1,283,006 Other consumer good: 
State and municipal ; Ler 79,846,000 ,104,000 97,772, CBO 63,099,000 Repairs and modernizaticn loan 
Federal “vs Dec 26,275,000 429,000 : 0,000 ,164,0G0 Perscnal loans 
COAL OUTPUT (U. 8S. BUREAU OF MINES): Non-irnstalment credit 
Bituminous coal and lignite (toms) Dec , 940,000 140,000 590,000 .443,000 Single naymeni locns 
Pennsylvania anthracite (tons) Lec 659,000 447,000 98,C00 561,000 Charge Account 
DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE Service credit 
SYSTEM—1947-49 AVERAGE -— 100 Dec. 156 142 9 197 
EDISON ELECTRIC INSTITUTE: _ ae . Month of Octobe: 
Electric output (in 000 kwh.) Dec ; ,G00 ,075,000 O22, 11,426,000 At iteten 
FAILURES (COMMERCLAL AND INDUSTRIAL) — DUN & : , FPeod 
BRADSTREET, INC. ‘ Dec, , 25: > 219 Food at home 
IRON AGE COMPOSITE PRICES: Cereals and bakery products 
Finished stéel (per lb.) Dec 0.62% o.6% v : 226 5.17 Meats poultrs and fisn 
Pig iron (per gross ton) Dec $63. $623 Sé: &5! 9 Dain y products 
Scrap steel (per gross ton) =n Dec $65. $64.3: , : $49.5 Fruits and vegetables 


Other ds at home 
METAL PRICES (E. & M. J. QUOTATIONS): sean xs 1oods i oine 
Electrolytic copper— a a : Sain 
Domestic refinery at ~.. Dec 35.700¢ 35.700¢ 925¢ . ae 
. wy ¢ Dec 34.32 iat 500 Gas and electricit: 
Export refinery at . 5 : 500 alld: take amd fast aid 
Lead (New York) at Dec 1 5 000 l , 5.500¢ Spee eee ME TUES Ol 
Lead (St. Louis) at Dee 15.800c 15.800c 5.4 5 .300¢ Housefurnishings 
Zine (East St. Louis) at Dec 14.500¢ 13.500c 2.500¢ 3.090¢ Household operation 
1 
2 
10 


$36,573 
27.968 
13,246 
7.025 
1 648 
1.049 
C05 
2.804 
3.715 
2,086 
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CONSUMER PRICE INDEX — 19474-49—-100— 
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tZinc (delivered) at Dec 14.00% OuU0« 7 3 500¢ Apparel 
Aluminum (primurv vie, 99 ) Dec. 25.000c .000c 25.3900¢ Net Avail a and JOS Ss : 
Straits tin (New York) at Dec 108.250c 110.0C0c 112.125¢ 103.750¢ Ls eee n’s and girls 
“ootwear 
MOODY’S BOND PRICES DAILY AVERAGES: Other apparei 
U. S. Government Bonds Dec rransnertation 
Average corporate : a Public 
agg - Private 
a Medical care 
A Dec. or ; are 
Baa Dec de aoe cay recreation 
Railroad Group i Dec. Piltsine wcedin aidh ‘enaetane 
Public Utilities Group Dec. 97 47 98.41 } zg Ss and ;: Ces 
Industrials Group a ~---.Cee. 97.62 sas COTTON SEED AN ort 
TTON SEED AND COTTON SEE - 
MOODY’S BOND YIELD DAILY AVERAGES: ft Ry Ay OF oa M tn Mary Sco” 
U. S. Government Bonds a Dec. Sucdelinans 2 : MME ~—-Month « 
Average corporate , : Dec Bey E 
aha Sine Cotton Seed- 
. . ‘ . Received at mills (tons) 572.9% 3.829 
dec. , + 27 
_ <r get sia aah ie : a Crushed ‘tons 
. - : ee : sf —— _ Stocks itons) Oct 31 
Railroad Group ‘ Dec. Crude on is 
Public Utilities Group Dec. ‘ tocks (pounds) Oct. ; 953,000 219, 55,640,000 
Industrials Group Dec. tale ie vances 24 749.000 if, 7 ce PAT.NNg 
Shipped ¢pounds 269,249 .( ; 23.0 92,13 
MOODY’S COMMODITY INDEX Dec. 23. iWwWnkt Aa —— wes ae 
NATIONAL PAPERBOARD ASSOCIATION: Stocks (pounds) Oct. 3 7.188.000 57.421,.000 2233.47 
Orders receivec (tons) Dec 2¢ ¢ 372.488 97, GBs Produced (pounds) 1.282.600 9.422 N0¢e 84 
Production (tons) Dec 282,327 286,92 Consumption (pounds) 24,424,006 95,977,060 25.25 
Percentage of activity Dec aT : Cake and Meal 
Unfilled orders (tons) at end of period Dec 373; 490 515 354. Stocks (tens) Oct. 31 170.814 20.976 70.721 
OIL, PAINT AND DRUG REPORTER PRICE INDEX— Preduced (tons) 345,406 242.049 PPR SVE 
1949 AVERAGE = 100 _ é Dec. 109.56 109.62 109.48 TA Stipped (tens) 316,502 28,441 308,022 
STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT oF ODD- ute— me ans 3 
LOT DEALERS AND SPECIALISTS ON N. Y¥. STOCK Stoct tons) Oct. 3) =. 359 et pee Te ae 
EXCHANGE — S¥YCURITIES EXCHANGE COMMISSION: Preduced (tons) 153 852 112,850 oo 
Odd-lot sales by dealers (customers’ purchases )—+ Shinped (tons) 153,014 132,051 2,648 
Number of shares : 091,611 490.392 044.34 279,079 Linters (rupnine bales) ts oy 
Dollar value : 3,691,886 .141,062 97,470, : 4,162,912 trie ot. 3h 192.285 i 4 8 
Odd-lot purchases by dealers (customers’ sales )— Produced 215. 9R4 had ~ aoe 
Number of orders—Customers’ total sales 759,690 912,896 55,72¢ : Shioned 168,138 tied 394,92 
Customers’ short sales 7.084 7.683 ny — Hull Fiber (1,000-ib. bales) 
Customers’ other sales 752606 905 213 era ae , Stocks Oct. 31 as 546 149 
eI value 7 GRO C e n= Oe ¢ Pa, > ” Produced oe: 252 “78 
Dollar : oad 982,944 $44,653,922 $37,294,1: $ 5s “408. 30% , 
Round-lot sales by dealers Shipped 940 293 
Number of shares—Total sales 
Short sales 
Other sales et 
Round-lot purchases by dealers— 
Number of shares ------ : 48,2 756,43 41,950 i | ea _ \ COMMERCE): 
TOTAL ROUND-LOT STOCK SALES ON THE N VY. sTOCK COTTON SPUNNING (DEFT. OF ‘ sateanale 
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89.78 90.83 95. 
96.69 9% 25 C7 
100.4% 101.64 
98.86 100.49 
96.69 98.25 
91.34 92.79 
15.16 96.54 
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177,750 173,390 205, 314, 30¢ re, ammnets—atc. 11.000 pends) : ; 
Stocxs Oct 31 2 2? 3% eww 
- 7 ¢ P ; 7 Produced 45% 042 2. 74H 
177,750 173,390 5, 314,36 : 

: 13.3 ia Shipped 865 346 
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: , WHh-FrOT @TOCE Teawescr Pan Spinning spindles in rlace on Oct. 27 : £95,000 °F 688.009 29,194. 0A 
aS): ‘tive s ile | *s (00C's tted) “t. 27 162.60 V2 OC 512 900 
Total round-lot sales—— AC van sige : lwurs Ss omi Lec De nage 27 : 62.6 0 ,6'lf 060 9.51 2 OO 
Ghart sales eH ase be 588.330 603.170 279.100 549.780 Active spind!e hours per spindle in place Oct. 458.1 427.1 475.6 
7 Aga te - ; oF -- Nov. 9,944,750 3,916,480 3,201,779 2,657,890 | oMPLOYMENT AND PAYRO!'S—U. S. DEPT. 
otal sales . - - ies ~_Nov. ,553,080 9,519,650 .580,870 3,207,630 OF TLABOR—REVISED SERIES—Month of 
ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM- October: 
BERS, EXCEPT ODD-LOT DEALERS AND SPECIALISTS: All manufacturing (production workers) 2.3°7 000 3 20q NAH 3 440,6 
Transactions of specialists in stocks in which registered— Durable goods 701.000 *7, 567.000 771.000 
Total purchases _ : =a ears : —n ON, 334.200 058,420 127.66 Nondurable goods 5,686,000 5,732,000 .719,000 
Short sales ______ ae leaes es b vera, MN 395.130 185,960 : 27 Emvloyment indexes (1947-49 Avege.=—100) 
omer 400... _. a Sia = See _Nov. 00. 100 131,390 400 990 345.820 AH manufacturing 108.2 *107.5 108. 
Total sales ______ Seach aidhcapepaes kag seed oeioce a sh ce ore Gol Nov. ius eae 526,520 086.950 591,04 Pavroll indexes (1947-49 Average—-100)—All 
Other transactions initiated on the floor— Nov. 301,440 256,260 254,190 375.62 manufacturing 167.7 165.3 161.1 
Total purchases _ ae a — : Estimated number of employees in manufac- 
Short sales =e : Nov 33,600 49,400 22,600 47,40% turing industries 
Other sales ___ : : — - Nov 277,040 260,500 279,910 346.58 All manufacturing 184.000 079,009 7.006 ,000 
it sai d.sb aerntieiw canna aaeiasighcis aneeinababietiook Nov 310,040 309,900 362,51€ 394,386 Durable goods Pe bien wn ean 16" O06 
Other transactions initiated off the floor— Nondurable goods .263,000 7,313,000 245,000 
Total purchases ______. aaa — sine 5 Nov. 437,360 396,485 406,350 703.430 . 
Short sales ________ pit . we Nov. 36,080 84.€20 79.090 14.800 | LITER INSURANCE PURCHASERS—INSTITUTE 
Other sales _______ ee Nov. 546, 779 344,221 504,230 614,40" OF LIFE INSURANCE—Month of Sept 
Total sales : Nov 132,859 628,841 583.320 709, 2u" (ACOs omitted: 
Total round-lot transactions for account of members— n\n Ordinary 2.634.000 2 £52 .00€ 
ee ory earner Stieber ents mcaasnes ee Nov. 2,210,120 1,956,945 1,718.960 2.806.710 Industrial 525.000 52€ GOC 
a, oe --- ---- -— — -Nov 452,010 529,150 287,056 387,479 Greup 981,000 160.000 
nat oe Kaw. 1,923,919 1,936,111 1,685,130 2,207,202 ; . 
---- --- - --~Nov. 2,375,925 2,465,2 972,78 2,694,672 Total . 
WHOLESALE PRICES, NEW SERIES — U. S. DEPT. OF 7 465,261 1,972,780 694,572 Tota ,140,000 ,544,000 
LABOR — (1947-49 100): MANUPACTURER’S INVENTORIES AND SATES 
Commodity Group— (DEPT. OF COMMERCE) NEW SERIES— 
All commodities______- ae : Dec. 115. 115.9 114.9 Month of September (millions of doliars): 
Farm products_- . : a . Dec. 86. 88.5 87.9 53.8 Inventories— 
sreesesed | foods __ : =~ a a. 102. *103.3 102.6 ; Durables $°8.701 a°n. 190 
All commodities other than farm and foods_ Dec. 124 124.2 123.0 


30% 


7 
+ j 
be] 
78.7 79.8 80.5 75 Nondurables 21,381 21,357 
3 


j j f Total S50 OF? $40 525 

“Revised figure Includes 923,000 barrels of foreion ernde runs Bcsed on néw annual capacity of 128,363.000 tons Sales 27,091 *27,632 

as of Jan. 1, 1956, as against Jan. 1, 1955 basis of 125.828.319 tons. *Number of trod. ' ; ' “i 
Monthly Investment Plan fPrime Western Zinc sold on delivered basis 
exceeds one-half cent a pound. 





orders not reported since introductien ef ! 
at centers where freight from East St. Louis MONEY IN CIRCULATION—TREASURY DEPT. 
As of Sept. 30 (000's omitted) $20,76e 000 $20.757,060 
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The somewhat firmer undertone 
which developed in the corporate 
secondary and new issue bond 
markets a week or so ago, ap- 
peared to be holding in most 
directions. 

This does not mean, however, 
that there has been any change 
in basic factors which have been 
making for higher yields in the 
money market. On the contrary, 
hearings staged by Congressman 
Patman’s economic sub-Commit- 
tee found opposing forces stand- 
ing by their guns. 

William McC. Martin, Federal 
Reserve Board Chairman, went on 
record as against any softening of 
the Board’s efforts to fight off 
threats of new inflation. Mean- 
time an array of “soft-money” 
advocates took the opposite tack. 

There has been modest but 
further firming of yields on the 
more recently marketed offerings 
with those carrying coupons of 
4% or better naturally making the 
more impressive showing. 

The better general tone market- 
wise found reflection in the bid- 
ding for a small public utility 
deal, that of Sierra Pacific Power 
Co.. which was up for bids on 
Tuesday. 


The coast utility sought only $3 
million, but was making its second 
trip to market, having turned 
down bids received a month ago. 

This time the best bid of 
101.2199 for a 514% interest rate 
compared with a top tender of 
100.02 entered for a 5%3% coupon 
in the first go-round. So, while 
not always the case, sometimes it 
pays to take a second look. 


New Issues Moving 

Latest of corporate new offer- 
ings appeared to be going to in- 
vestors in good stvle, with liberal 
yields giving a fillip to demand. 
Florida Power & Light Co. a $15 
million of 30-year, first mortgage 
bonds, carrying a 4%.% coupon 
and priced to yield 4.30% was re- 
ported better than half sold. 

Meantime, Sierre Pacific 
Power’s effering of $3 million of 
30-year bonds, carrying a 54% 
coupon and priced to return the 
investor 5.107 to maturity, was 
reported to have been snapped 
up quickly. 

The buying continued to come 
from a host of smaller insurance 
firms, and other fiduciary units 
which were attracted by the terms. 


Good Demand Foreseen 
The week’s largest corporate 
undertaking, Texas Eastern Trans- 
mission Corp.’s $40 million of 20- 


» 


. The Commercial and Financial Chronicle 


In underwriting circles it was 
indicated that preliminary in- 
quiry building. up for this pros- 
pect was of de¢idedly encouraging 
proportions. _ 

The debentures, 
shorter than Ordinary maturity, 
carry a5'%%% ixterest rate and are 
priced at 100 thus offering a yield 
that attracts buyers. 


with their 


Slender Calendar 


It’s quite a spell since the new 
issue market ¢ame down to the 
sparse fare which looms for the 
week ahead. Of course the let- 
down is partly seasonal as poten- 
tial borrowers: recognize _ that 
prospective purchasers of new 
securities will Be clamping up the 
shutters for the-ensuing fortnight. 

Aside from the task of cleaning 
up any unsold portions of several 
“rights” offeriags, namely Bur- 
roughs Corp., Libby, McNeill & 
Libby and National Cash Register, 
only a few railway equipment 
trust issues are slated. 

These are Atlantic Coast Line’s 
£5,115,000 of certificates on which 
bids will be opened Tuesday, and 
Northern Pacific’s $7,700,000 issue 
which will be “put on the block 
the following day. 


Continued from page 117 


Mutual Funds 


assets to a combination of appre- 
ciation in the market value oft se- 
curities in the:fund’s portfolio and 
sales of new shares to investors. 


Sovereign Anvestors reporting 
as of Nov. 30, 1956 shows total net 
assets of $1,758,930.82 compared 
with $1,587,893.91 on Jan. 1, 1956. 
This represents an _ increase eof 
11% for the period. Outstanding 
shares of the fund rose 11% dur- 
ing the same period. The net as- 
set value per share increased from 
$12.54 on Jan. 1, 1956 to $12.56 on 
Nov. 30, 1956. 


Science & Nuclear Fund assets 
on Nov. 30, 1956 were 91,549,081 
—up $672,063 or 78% from a year 
ago. For the same period, net as- 
set value per share rose from 
$10.23 to $11.11, an increase’ of 
8.6%. During-.November, Com- 
bustion Engineering and High 
Voltage Fngineering were elimi- 
nated from Science & Nuclear 
Fund. Northspan Uranium 5°4% 


REDEMPTION NOTICE 


ABERDEEN ANB ROCKFISH RAILROAD 
COMPANY 
Incorporated 
First Mortgage Three and One-Quarter Per Cent 


Bonds Due July 1, 160 
NOTICE IS HEREBY GIVEN that, 


pursuant to 





the provisions of the Deed of Trust dated as oct 
Ju:y , 1945, botween_ tne undersigned and tne 
Security National Bank of Greensboro, Raleigh, 
North Carolina, Trustee, there have been drawn 
by lot for redemption and it is the intention 
of the undersigned to pay and redeem on 
December 17, 1956, $6,000.00 principal amount 
of the above described bonds, bearing Nos 
27—40—49—59—61—-74 

Th bonds o designated for redemption will 
become cue and payable on said red-mpticn 
date and will b2 redeemed con or after that 
date at the office of, the Trustee, the SECU- 
RITY NATIONAL BANK, Raleigh, North Car- 
oina, at par and actfued interest to redemption 
date. All such bonds are required to he pre- 
nted f« payment and redemption at said 
office of the T:ustee cn Dec 17 1956. on 
, da interest iall cease to accru 
th 


ABERDEEN AND ROCKFISH RAILROAD 





year debentures, is slated for COMPANY INCORPORATED 
marketing today, via the nego- By: Forrest Lockéy, Vice President 
% Dated: October 12, 1986 
tiated route. secede le an ll z 
DIVIDEND NOTICE 
a * @& DIVIDEND NOTICE 
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On Novemb 29 1956, the boa 
Corporation, a Mi Ban corporatic 
40c per shage on the Commor 
December 28, 1955, to shareholde: 
on December 14. 1956 





COMMON DIVIDEND NO. 75 


LIED PRODUCTS 
CORPORATION 
etroit 23, Michigan 


rd f irectc! of Allied 


y eclared a 


Pro 
quarter! divide: 
thie 


Corporation pavahble 


at the sicse of b 











bonds with warrants § attached 
were added to the fund’s holdings. 


Vance Seminar 
In New Orleans 


Vance, Sanders & Co., principal 
underwriters for Massachusetts 
Investors Trust, Boston Fund and 
other mutual investment com- 
panies, will present its seminar 
program on sound ways to sell 
mutual funds at the Roosevelt Ho- 
tel, New Orleans, on Dec. 13 and 
14. 

As with other similar meetings 
for independent investment deal- 
ers and their salesmen held earlier 
this year in Boston, Chicago, 
Cleveland, St. Louis and New 
York City, participation in the 
case history solutions will be lim- 
ited to 12 “round tables” of 10 
persons each. 


Guest speaker at the opening 
session on Thursday morning will 
be Theodore T. Miller, of New 
York, President of the Polymer 
Chemicals Division of W. R. Grace 
& Co. and a director of Boston 
Fund. 

Chairman of the meetings is 
Richard Platt, of Boston, a part- 
ner of Vance, Sanders & Com- 
pany. Other partners and repre- 
sentatives of the firm who will 


DIVIDEND NOTICES 











Broad STREET INVESTING 


CorPORATION 
A Diversified Mutual Fund 


Consecutize 


108m Quarterly 


Dividend 
from net investment income 
27 cents a share 





Distribution from realized 
gain on investments 
$1.03 a share 

Payable December 24, 1956 
Record Date December 4, 1956 
Kenneth H. Chalmers 
Seci?ta ’ 


45 Rroadwayv. New York 6. N.Y. 

















participate are Thomas A. Baxter 





Diebol 


ef @: 2-3. 3.2.8 
Canton 2, Ohio 


DIVIDEND NOTICE 


Manufacturers of Bank Vault Equip- 
ment . Fire-resistive Safes . 

Storage Files . Rotary, Vertical 
and Visible Record Files . . . Flofilm 
Microfilming Cameras and Processors 


The Board of Directors of Diebold, 
Incorporated, at a meeting held on 
the 28th day of November, 1956, 
declared a dividend on the outstand- 
ing common shares of the corporation 
of twenty cents (20c) per share, pay- 
able December 31, 1956 to share- 
holders of record at the close of busi- 
ness at the office of the Transfer 
Agent on December 17, 1956. 


A further dividend payable in com- 
mon shares of the corporation at the 
rate of one-tenth (1/10th) of a com- 
mon share for each common share of 
the corporation outstanding has been 
declared by the Board, payable Jan- 
uary 16, 1957 to shareholders of 
record at the close of business at the 
office of the Transfer Agent on Jan- 
uary 2, 1957. 


The Board of Directors has also de- 
clared the regular dividend of twenty- 
eight and one-eighth cents (28 gc) 
per share upon all outstanding pre- 
ferred shares payable on January 1, 
1957 to all preferred shareholders of 
record at the close of business at the 


office of the Transfer Agent on 
December 21, 1956. 
RAYMOND KOONTZ 
President 








and Arthur H. Haussermann, of 
Boston; Kimball Valentine, of 
Washington, D. C.; Alec B. Stev- 
enson and Henry Parkman III, of 
Nashville; and John A. Carter, III, 
of Los Angeles. 

The funds for which Vance, 
Sanders & Company are principal 
underwriters, which also include 
Massachusetts Investors Growth 
Stock Fund, Canada General 
Fund, Century Shares Trust and 
The Bond Fund of Boston, had 
total net assets of approximately 
$1,435,000,000 at the close of last 
month. 





DIVIDEND NOTICES 
DOME MINES LIMITED 


Decemer 3, 1956 
DIVIDEND NO. 157 
At a meeting of the Board of Directors of 
Deme Mines Limited, held this day, a quarterly 
dividend cf Seventeen and One-haif Cents 
(17'sc) per share plus an extra dividend of 
Five Cents (5c) per share (in Canadian Funds) 
were declared payable on January 20, 1957, to 
sharehelders of record at the close of busi- 
ness on December 31, 1956 
CLIFFORD W. MICHEL, 
President and Treasurer. 





THE GARLOCK 
PackING CoMPANY 


December 7, 1956 
COMMON DIVIDEND No. 322 
At a meeting of the Board of Direc: 
tors, held this day, a quarterly divi- 
dénd of 25¢ per share and an extra 
dividend of 5O¢ per share were de- 
clared on the common stock of the 
Company, payable December 28, 1956, 
to stockholders of record at the close 
of business December 14, 1956. 


H. B. Pierce, Secretary 


~“owe 
nan 


4 eS 

b ne 7 
(> ype > ) 
STORPORATION. 


Dividend 


The Board of Directors has de- 
clayed a dividend of 50 cents per 
share on the common stock, pay- 
able January 2, 1957 to share- 
holders of record December 18, 
1956. 


JOHN H. SCHMIDT 
Secretary 


December 5, 1956. 


WESTCLOX BIG BEN 
SETH THOMAS 
STROMBERG RECORDERS 
HAYDON MOTORS 















INTERNATIONAL 


At y*, S HOE 
LU) COMPANY 
eral St. .ouis 
TS BRO 


CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60¢ 
per share payable or, January 
1, 1957 to stockholders of rec- 
ord at the close of business 
December 14, 1956, was de- 
clared by the Board of Directors. 

ANDREW W. JOHNSON 


Vice-President and Treasurer 


December 3, 1956 
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With Eastman Dillon 


(Special to Tue FINaNnciaL CHRONICLE) 
LOS ANGELES, Calif. — Rich« 
ard M. Fischer has been added to 
the staff of Eastman Dillon, Union 
Securities & Co., 3115 Wilshire 
Boulevard. He was formerly with 
Dempsey-Tegeler & Co. 


Paine, Webber Adds 


(Special to THe FInaNnctat CHRONICLE) 
LONG BEACH, Calif. — Don- 
ald R. Bretting has been added to 
the staff of Paine, Webber, Jack- 
son & Curtis, Locust at Fourth. 
He was formerly with Shearson 
Hammill & Co. 


DIVIDEND NOTICES 


NATIONAL SHARES CORPORATION 
14 Wall Street, New York 


A special dividend of one dollar and sevente 
cents ($1.17) per share has been declared this 
day on the Corporation’s capital stock Payable 
December 24, 1956 to stockholders of record at 
the close of business Decemb:2r 14, 1956. I¢ 
is_ expected that approximately one dollar 
($1.00) per share of this special dividend will 
pal ae ag a a ‘‘capital gain dividend,”’ 

uan o € provisions 2 nal 
Revenue Cate. p of the Internal 

ne directors have also declared a dividen 
of twelve cents (12c) per share payable a 
ary 15, 1957 to stockholders of record at the 
close of business December 31, 1956. 


JOSEPH S. STOUT, Secretary 


December 6, 1956. 











New York & Honduras Rosario 


Mining Company 
120 Broadway, New York 5, N. Y. 


December 12, 19586, 
DIVIDEND NO. 417 
The _ Boari of Directors of this Comp2zny, 


at a Meeting held this day, declared a divi- 
dend of One Dofar and Seventy-five cents 
($1.75) per “share on the outstanding capital 
Stock, payable on January 3, 1957, to stock- 
holders of record at the close of business on 
December 21, 1956. This distribution is the 
final “dividend for the year 1956 

G. E. McDANIEL, Secretary-Treasurer 








SUPERCRETE LTD., 
ST. BONIFACE, MAN. 
NOTICE OF DIVIDEND 


Notice is hereby given that the Board 
of Directors has declared a dividend of 
eight and one quarter cents ($.08%) per 
share on the Common Capital stock of the 
company in respect of which dividends 
have not been waived, payable January 1, 
1957 to shareholders of record at the close 
of business December 15, 1956. 


Transfer books will not be closed. 
J. E. DUMAS, Secretary-Treasurer. 














BAKIN 
CORPORATION 


WAGNER 


The Board of Directors has 
declared the 
dividend of $1.75 per share on 
the 7% Preferred Steck payable 
January 2, 1957, to stockholders 


of record December 14, 1956. 
J. V. STEVENS, Secretary 


regular quarterly 








Dri- Continental 
Corporation . 


A Diversified Closed-End 


Investment Company 


Final Quarter Dividends 


60 cents a share 
on the COMMON STOCK 
Payable December 24, 1956 
67 2 cents a share on the 


$2.70 PREFERRED STOCK 
Payable January 1, 1957 


Record Date December 11, 1956 
Kenneth H. Chalmers ~ 


Secretary 
65 Broadway, New York 6, N. Y. 










































































1A 


(2616) 











Washington... 


Behind -the-Scene Interpretations 
from the Nation’s Capital 





WASHINGTON, 


he dispute 


D. C.—Unless 
between the long- 
shoremen and the shippers is 
settled prior to the expiration 

‘eb. 12 of the Taft-Hartley Act 
‘injunction against this strike, 
yne of the Eisenhower Adminis- 

ration’s pet projects is going to 
be just a poor little lamb what 

cst its way. 

That pet project is to see if it 

eally can’t be done this time, 
his business of debilitating the 
Caft-Hartley Act, to show that 
Republicans are genuine ‘“‘mod- 
rn Republicans” and deserve 
ithe full confidence of such 
public-spirited citizens as the 
bosses of organized labor. 

Mr. Eisenhower was reported 
o be most angry with the labor 
boys for shutting off ocean ship- 
ping at the very time this nation 
was demonstrating that it was 
the “world’s leader,’ and co- 
operating with Russia to thwart 
the evil designs of the French 
and the British, and otherwise 
playing god in international atf- 
fairs. 

For there is nothing so dam- 
azing to the self-respect of the 
chief of state of a world’s leader 
as to be shown before the world 
as being unable to control 
ihings at home, while shiploads 
of beneficences to Europe as 
well as ordinary trade goods 
pile up on piers and in ware- 
houses. 


Just exactly the same kind of 


a virtuous emotion overcame 
Harry Truman in 1946, when 
railroad labor pulled its big 


strike. Harry in righteous anger 
persuaded the House quickly to 
pass a bill to draft labor into 
the Army. Just as quickly the 
late Senator Bob Taft stopped 
the project cold in the Senate. 


Labor Plans for M-Day 


Arthur S. Fleming, Director 
of the Office of Defense Mobil- 
ization, has turned over to the 
Department of Labor the com- 
plete job of planning how to 
handle manpower utilization, 
wage control, and the enforce- 
ment thereof in case of war. 

This means that even if sta- 
bilization is operated by an in- 
dependent agency, as the case 
with recent wars to win univer- 
sal justice and secure the peace 
in perpetuity, the framework 
will be molded by the Labor 
Department boys, who have a 
strong and long reputation of 
favoritism to organized labor. 
This prophesy means that if in 
spite of the revolving buttocks 
foreign policy toward Russia 
(constantly turning the second 
buttocks to exposure from Red 
kicks of one scert or anothe 
while the other gets through 
smarting), there is a war, the 
set-up of “stabilization” will be 
pitched heavily for organized 
labor, as under Truman ai 


Roosevelt's wars also. 


Surplus Gas 


One of the curiosities of 
entire disruption of the world 
Cistribution of petroleum and 
products, is that it is likely to 
lead to a still greater surplus 
of stocks of gasoline, now al- 
ready much larger than norma! 

For in order to get more oil 
for Europe the U. S. will pro- 
duce more and in order to get 
more heating oil to counter the 
loss to this country of residual 
oil diverted to Europe, refiners 
cannot escape, oil people sayj 
boosting still higher the produ 
tion of gasoline. 


And You 


Eventually, of 


course, crude 
will rise considerably in price 
and this will tend to offset the 
possibility of lowered gasoline 
prices in the face of a short 
world oil situation. 

will 
pres- 


Immediately heating oil 
be under the price 
sure, it is reported. 


most 


Committee Saved 

When the Defense Production 
Act was up for renewal in the 
last session of Congress, Chair- 
man Emanuel Celler (D.,N. Y.) 
ot the House Judiciary Commit- 


tee did his best to kill off in- 
dustry committees as an evil 
mechanism to hurt the multi- 
tudes. 

One of these committees is 
the Foreign Petroleum Supply 


Committee. It is the Middle East 
Emergency Committee of the 
FPSC which is diverting tank- 
ers, re-aligning the oil trade of 
the world, and otherwise mak- 
ing it possible to alleviate the 
oil shortage in Western Europe. 

If Mr. Celler’s ideas had pre- 
vailed this committee would 
have been unable legally to 
undertake this job. 


Two Aid Programs Confirmed 
When he addressed the auto- 


mobile people in New York a 
week ago tonight, Vice-Presi- 
dent Nixon confirmed that the 


United States would come to the 
financial aid of the Middle East 
and of Britain. 

“There must be generous aid 
in solving their (Middle East) 
very real economic problems so 
that their peoples may rise from 
the depths of poverty and dis- 
ease,’ the Vice-President stated. 

Incidentally, this correspond- 
ent predicted only one week 
previously, on Nov. 29, that an 
aid program for the Middle East 
as well as financial aid to 
Western Europe, would be in- 
volved in a Middle East settle- 
ment and a consequence of af- 
fairs that occurred there. 

One has to move fast to beat 
the official announcement when 
predicting that the United States 
Government will be prepared to 
shell out large sums of money 
for foreign aid come any new 
problem in world affairs. 
Universal Ointment 

Money is set forth implicitly 
by the Eisenhower Administra- 
tion as not only a_ universal 
ointment for world problems, 
but also for the domestic ills of 
peace time. At noon of the same 
day when Vice-President Nixon 
was telling the automobile peo- 
ple in New York how American 
money would solve the disloca- 
tions in Britain and help end 
poverty in the Middle East. Ma- 


rion Folsom, Secretary of Wel- 
fare, was telling the National 
Press Club how generous the 


Federal Government is in health. 
welfare, and educational aids. 


Spending Now Highest 


Highlights of 
Secretary's spee follow: 

(1) While Congress did not 
Srant in full a request for a 24% 
budget boost for such activities 
this year, “the level of Federal 
activities in these fields today is 
higher than ever before.” } 


the Welfare 


(2) More than 9 million per- 
sons now receive monthly social 
security checks, which go to 
three out of five retired per- 
sons. Benefits amount to almost 
S6 billion annually and the full 
impact of the SS system is yet 
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“Frankly, Gentlemen, I’m 
ever heard cf the 


to be felt. Benefats have almost 
doubled in the past four years 
alone. 


(3) Some 5 million additional 
persons benefit from Federal 
public assistance payments, for 
the aged, blind, dependent 
children, and the disabled. 

(4) The government is re- 
searching “for the first time” 
into the ‘‘underlying causes of 
poverty,” and is helping to train 
welfare personnel. 

(5) A program has begun, 
which in a few years time will 
reach $100 millions of expendi- 
tures annually, to provide medi- 
cal care for the needy. 

(6) Federal appropriations for 
the National Institutes of Health 
for medical research alone now 
amount to $180 million. Sixteen 
years ago they were only $1 
million. 


(7) In the past decade more 
than 2,000 hospitals and health 
centers have been built with 
Federal aid, and another 800 
more are under construction or 
are planned. 


Teacher Aid 


(8) The government is aiding 
6,000 student and teaching 
scientists this year and is help- 
ing to expand the supply of 
nurses and public health doctors 
and engineers. 


New Projects 

Secretary Folsom also out- 
lined some of the major objec- 
tives of the Eisenhower Admin- 
istration in the health, welfare, 
and educational fields for legis- 
lation in 1957. The highlights 
are summarized: 

(1) The Federal aid to school 
construction pregram. Mr. Fol- 
som, however, insisted this aid 






shocked! 


Haven’t you 


virtue of patience?’’ 


be dispersed among the states 
on a “needs” rather than a per 
capita basis, even suggesting 
that such states as New York 
probably did not need a cent of 
Federal money. Since there is 
not an important existing Fed- 
eral aid program on a “needs” 
‘basis, so long as the Administra- 
tien insists upon this viewpoint, 
the school construction bill is 
unlikely to pass. 


(2) Expansion in various pro- 
grams of the Federal Office of 
Education. 

(3) Recommendations are ex- 
pected in 1957 for “higher” edu- 
cation, which the Secretary ex- 
pects will double or triple in the 
next 10 to 15 years. 

(4) Expansion of the present 
3-year, $90-million program for 
construction of medical research 
facilities (the Eisenhower Ad- 
ministration always expands 
programs once it gets them in 
initial modest amounts on the 
books). Mr. Folsom says the 
Administration also wants to 
add to this program provision 
for construction of teaching fa- 
cilities for doctors. 

(5) Further undefined pro- 
grams for aiding older persons. 

(6) Federal grants for aiding 
states in solving the problems of 


juvenile delinquency. 


Comfortable Job 

In the view of Secretary Fol- 
som, when a professional wel- 
fare worker gets Federal funds 
to extend the scope of his work, 
this apparently has no influence 
in easing the man’s job or build- 
ing up his personal status and 
pay. 

This was apparent when Mr. 
Folsom told his Press Club au- 
dience how much more 


con- 
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genial it was to be Secretary of 
Welfare than Under Secretary 
of the Treasury, his preceding 
job. Mr. Folsom observed that 
when he was in the Treasury all 
the people who came to him 
had selfish purposes, or axes to 
grind. They wanted to get their 
taxes lowered. On the other 
hand, he said, the people who 
came to see him at the Welfare 
Department were all devoted 
unselfishly to the help of others. 


{This column is intended to re 
flect the “behind the scene” inte 
pretation from the nation’s Capite 
and may or may not coincide wit 
the “Chronicle's” own views. ] 


COMING 
EVENTS 


In Investment Field 











Jan. 10, 1957 (Philadelphia, Pa. 
Philadelphia Securities Associa 


tion annual meeting at the Bar 
clay Hotel. 


Jan. 14-16, 1957 (Chicago, Tl.) 


American Bankers Associatio 
9th National Credit Conference 


Jan. 18, 1957 (Baltimore, Md.) 
Baltimore Security Traders As 
sociation 22nd Annual Mid 


Winter Dinner at the Souther 
Hotel. 


Jan. 28, 1956 (Chicago. Il.) 
Bond Traders Club of Chicag 
annual winter party at th 
Sheraton Hotel. 


March 8, 1957 (Toronto, Canada 
Toronto Bond Traders’ Associ 
ation 25th anniversary dinn 
at the King Edward Hotel. 


Mar. 18-20, 1957 (Chicago, Il.) 
American Bankers Associatio 


llth National '™nstalment Credi 
Conference, 


April 21-23, 1957 (Dallas, Tex.) 
Texas Group of Investmen 
Bankers’ Association annua 


meeting at the Statler Hilto 
Hotel. 


May 8-11, 1957 (White Sulphur 
Springs, Va.) 
Investment Bankers Associatio 


Spring meeting at the Green 
brier Hotel. 


Sept. 25-27, 1957 (Santa Barbarsz 
Cal.) 
Investment Bankers Associatio 


Fall Meeting at Santa Barbar 
Biltmore. 


Nov. 3-6, 1957 (Hot Springs, Va. 
National Security Traders Asso 


ciation Annual Convention 
the Homestead. 


Dec. 1-6, 1957 
Fla.) 
Investment Bankers Associatio 
Annual Convention at Holly 
wood Beach Hotel. 


Oct. 29-Nov. 3, 1958 
Springs, Colo.) 
National Security Traders Ass 
Clation Annual Convention 
the Broadmoor. 


(Hollywood Beac 


(Colorad 





TRADING MARKETS 


Botany Mills 
A. S. Campbell Co. Com. 
Fashion Park 
Indian Head Mills 
United States Envelope 
Morgan Engineering 
National Co. 
Riverside Cement 
Sightmaster Corp. 


LERNER & CO. 


Investment Securities 
10 Post Office Square, Boston 9, Mass. 


Telephone 
HUbbard 2-1990 





Teletype 
BS 69 
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INVESTMENT BANKERS ASSOCIATION 
OF AMERICA 
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Vice-President President Vice-President 


Andrew M. Baird Robert H. Craft William S. Hughes 


A. G. Becker & Co. Incorporated, The Chase Bank, Wagenseller & Durst, Inc., 
Chicago New York Los Angeles 


Vice-President Vice-President Vice-President 


W. Carroll Mead William H. Morton 


First Southwest Company, Mead, Miller & Co., W.H. Morton & Co., Incorporated, 
Dallas Baltimore New York 
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IBA GOVERNORS 








William M. Adams 

Braun, Bosworth & 

Co., Incorporated, 
Detroit 





Gustave A. Alexisson 


Granbery, Marache & 
Co., New York City 





H. Wilson Arnold 


Arvold & Crane 
New Orleans 





J. Murrey Atkins 


R.S. Dickson & Co., 
Inc., Charlotte, N.C 





Ralph D. Baker 


James Richardson & 
Sons, Winnipeg 








Harry Beecroft 


Beecroft, Cole & Co., 
Topeka 














Orlando S. Brewer 


Phelps, Fenn & Co., 
New York City 








Austin Brown 


Dean Witter & Co., 
New York City 








James R. Burkholder 
Almstedt Brothers, 
Louisville 








Charles A. Capek 


Lee Higginson 
Corporation, 
Chicago 





J. Douglas Casey 
A. C. Allyn and 
Company 
Incorporated, 
Chicago 











Harold H. Cook 


Spencer Trask & Co., 
New York City 














Walter J. Coughlin 


Coughlin and 
Company, Denver 


Walter J. Creely 
Goldman, Sachs & 
Co., St. Louis 








Warren H. Crowell 
Crowell, Weedon & 
Co., Los Angeles 














George W. Davis 
Davis, Skaggs & Co 
San Francisco 








Lester H. Empey 
American Trust 
Company, 
San Francisco 











Clement A, Evans 

Clement A. Evans 

& Company, Inc., 
Atlanta 


Thomas W. Evans 


Continental Illinois 

National Bank & 

Trust Company of 
Chicago 





Charles N. Fisher 
Singer, Deane & 
Scribner, Pittsburgh 








Robert W. Fisher 
Blyth & Co., Inc., 
New York City 





Albert 0. Foster 
Foster & Marshall 
Seattle 
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David J. Harris 
Bache & Co., Chicago 


Bert H. Horning 


Stifel, Nicolaus & 
Company, 
Incorpora.ed 
Si. Louis 








E. Jansen Hunt 


James Jackson, Jr. 
Townsend, Dabney & 
Tyson, Boston 


Ceé.., 








J. Earle Jardine, Jr. 


William R. Staats 
& Co., Los Angeles 








William T. Kemble 


Estabrook & Co., 
Boston 











William D. Kerr 


Bacon, Whipple & 
Co., Chicago 


Francis S. King 
The First Boston 
Corporation, 
Boston 











Quitman R. Ledyard 
Equitable Securities 
Corporation, Nashville 








Hudson B. Lemkau 
Morgan Stanley & Co., 
New York 








Richard H. Martin 


Pacific Northwest 
Company, Portland 











Dennis H. McCarthy 
The First Boston 
Corporation 
San Francisco 


Donald E. McFarland 


Kalman & Company, 
Inc., Minneapolis 














Ludiow F. North 


Robert W. Baird & Co., 
Incorporated, 
Milwaukee 








William C. Porter 


Dittmar & Company, 
Inc., San Antonio 








$7 


Alfred Rauch 
Kidder, Peabody & Co. 
Philadelphia 


eS 











Robert 0. Shepard 
Prescott, Shepard & 
Co., Inc., Cleveland 


Rudolf Smutny 
Salomon Bros & 
Hutzler, 

Nei York City 














Mark Sullivan, Jr. 
Auchinclo Parker 


& Redpath 
Washington, D.C 








Milton R. Underwood 

Underwood, Neuhaus 

& Co., Incorporated 
Houston 








Bertram M. Wilde 


Janney, Dulles & Co., 
Inc., Philadelphia 
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Pictures Taken at 1956 IBA Convention 
At Hollywood Beach Hotel, Florida 


Fureign Investment Committee—Robert H. Craft, The Chase Bank, New York, Chairman federal Taxation Committee—Walter Maynard, Shearson, Hammill & Co., New York, Chairman 


Newly elected officers for 1957: William S. Hughes, Wagens-ller & Durst Inc., Les Angeles; Quitman R. Ledyard, Equitable Securities Corperation, Nashville; Mrs. Carl H. Doerg-, Cleveland, 
Andrew M. Baird, A. G. Becker & Co. Incorporated, Chicago; Robert H. Craft, The Chase Bank, Stanley G. McKie, Weil, Roth & Irving Co., Cincinnati; Carl H. Deerge, Wm. J. Mericka & Co., 
New York; William C. Jackson, Jr., First Southwest Company, Dallas; W. Carroll Mead, Mead, Miller Cleveland; Charles C. Bechtel, Watling, Lerchen & Co., Detroit; Henry Vandervocrt, 

& Co., Baltimore; William H. Morton, W. H. Morton & Co., Incorporated New York Nauman, McFawn & Co., Detrcit 


a i 


Mr. & Mrs. Robert H. Craft, The Chase Bank New York; Mr. & Mrs. George W. Davis, Davis, Special Industrial Securities Committee—W. Yost Fulton, Fulton, Reid & Co., Cleveland, Chairman 
Skaggs & Co., San Francisco; Nancy Davis 
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Mr. & Mrs. John B. Sanford, White, Hattier & Sanford New Orleans; Frank A. Chisholm,Varnedoe, Matthew J. Hickey, III, Hickey & Co., Chicago; Mr. & Mrs. George Erker, Hill Brothers, St. Louis; 
Chisholm & Co., Savannah; Mr. & Mrs. William Russell Barrow, Barrow Leary & Co., Shreveport, La. John J. Reed, Straus, Blosser & McDowell Chicago; John R. Gardner, Reinholdt & Gardner, St. Louis 


z j ‘ ees 
g : * j z 4 
i, 4 TOR H 
_— —_-—- — et ~~ * ‘ 3 


F. Vincent Reilly, Commercial & Financial Chronicle, New York; Gordon Heffern, National City Bank, Cleveland; William P. Sharpc, Forrester Clark, H. C. Wainwright & Co. Boston; Chas. Eaton, 
Mrs. W. C. Jackson, Dallas; Mr. & Mrs. James F. Jacques, Mercantile Trust Company, St. Louis; Robert C. Morris, Eaton & Howard, Inc., Boston; Ed Amazeen, Coffin & Burr, 
First Southwest Company, Dallas Bankers Trust Company, New York Incorporated, Boston 


a 


Mr. & Mrs. Harry W. Besse, Boston Stock Exchange; Mr. & Mrs. John W. Ahearn, Rockland-Atlas National Bank, Boston; Mr. & Mrs. Warren D. Chiles, Chiles-Shutz 
New York; Rollin C. Bush, First National City Bank, New York Co. Omaha; Marion Dewitz, Salt Lake City; Ralph Elam, Sweney, Cartwright & Co., Columbus, Ohio 


Frederic P. Mullins, A. E. Masten & Co., Pittsburgh; Claude F. Turben, Merrill, Turben & Co., Mr. & Mrs. Donald C. Patterson, Chemical Corn Exchange Bank, New York; Mr. & Mis. J. Bradley 
Cleveland; Mrs. Milton G. Hulme; Wallace M. McCurdy, Thayer, Baker & Co., Philadelphia; Green, Guaranty Trust Company, New York; Mr. & Mrs. Don Stoddard, Guaranty Trust 
Milton G. Hulme, Glover & MacGregor, Pittsburgh Company, New York 
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ee . Hansel, Shield : ‘ Mrs. T. E. Graham, Ft. Worth; Mr. & Mrs. James S. Graham, Allison-Williarrs Co., Minneapolis; 
‘ P. F. og P. F. Son Ete yw York’ a T. Z. Graham, First National Bank, Ft. Worth, Tex.; Mr. & Mrs. Wm. N. Edwards, Wm. N. Edwards 
: 3 & Co., Ft. Worth; John McG. Dalenz, Calvin Bullock, Ltd., New York 





F. Vincent Reilly, Commercial & Financial Chronicle, New York; W. W. Mackall, Mackall & Cece, V. Theodore Low, Bear, Stearns & Co., New York; John R. Haire, New York Stock Exchanze; 

Washington, D. C.; Philip O. Rogers, John C. Legg & Company, Baltimore; George W. Anderson, Keith Funston, New York Stock Exchange; John Latshaw, E. F. Hutton & Company, Kansas City, 

Anderson & Strudwick, Richmond, Va.; Milton Underwood, Underwood, Neuhaus & Co., Houston; Mo.; John F. Curley, Paine, Webber, Jackson & Curtis, New York; Francis S. King, 
Charles C. Pierce, Rauscher, Pierce & Co., Inc., Dallas First Boston Corporation, Boston 





Matthew J. Hickey, III, Hickey & Co., Inc., Chicago; Mrs. George Erker, St. Leuis; Edwin Hoban, Andrew S. Beaubien, L. G. Beaubien & Co., Montreal; Mr. & Mrs. 
McMahon & Hoban, Chicago; Alan N. Weeden, Weeden & Co., New York; Mr. & Miers. Duane F. B. Farrill, Dawson, Hannaford, Ltd., Toronto 


T. Smith, Small-Milburn Company, Wichita, Kans. 


Aller, 









Mr. & Mrs. W. C. Pitfield, W. C. Pittield & Co., New York; E. Mr. & Mrs. Walter W. Craigie, F. W. Craigie & Co., Richmond, Va.; Mr. & Mrs. James F. Willett, 
M. Kennedy, Midland Securities Corporation, London, Ont., Canadz American Security & Trust Co., Washington, D. C.; Thomas Anglin, Mackall & Coe, Washington, D. C. 
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; Paul O. Frederick, Baxter & Company, New York; Mrs. Dana F. Baxter, Cleveland; Edwin F. Peet, 
s Burns Bros. & Denton, New York; Gilbert Hattier, Jr.. White, Hattier & Sarford, New Orleans; 
Dana F. Baxter, Hayden, Miller & Co., Cleveland 








Fred W. Fairman, Jr., Bache & Co., Chicago; Mr. & Mrs. Henning Hilliard, J. J. B. Hilliard & Son, 
a Louisville; Mrs. Robert G. Howard, New York City; Robert A. W Brauns, McDonnell & Co., 
F New York; John R. Gardner, Reinholdt & Gardner, St. Louis 


SS WS SS 





Robert B. Blyth, National City Bank, Cleveland; Mr. & Mrs. John Towne, Jr., Government Development 
tt, Bank for Puerto Rico; Mr. & Mrs. John Pershing, Jr., Government Development Bank for Puerto Rico; 


Cc. Joseph Wise, Dean Witter & Co., New York 











Mr. & Mrs. Roy Doolittle, Doolittle & Co., Buffalo Mr. & Mrs. Anthony E. Tomasic, Thomas & Company, Pittsburgh 
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Mrs. Paul Frederick, New York; Edward H. Robinson, Schwabacher & Co., New York; Mrs. Monroe V. 
Poole, New York; J. Raymond Smith, Weeden & Co., New York; Allan C. Eustis, Jr., 
Spencer Trask & Co., New York 








te 
Mr. & Mrs. Herbert V. B. Gallagher, Yarnall, Biddle & Co., Phila. 








We 


Proctor Winter, Harriman Ripley & Co., Inc., New York; Samuel B. Payne, Morgan Stanley & Co., 
New York; Robert H. B. Baldwin, Morgan Stanley & Co., New York; Gecrge De B. Bell, Drexel & 
Co., Philadelphia; Robert G. Howard, Reynolds & Co., New York 


‘ 
| 


Henry J. Blackford, Jr.. A. M. Law & Co., Spartanburg, S. C.; Donald C. Stroud, McDonnell & Co., 
New York City; Walter E. Morse, Lehman Brothers, New York City; John H. Stafford, Jr., Lee 
Higginson Corporation, New York City; Frank J. Brophy, R. S. Dickson & Co., Inc., New York 
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T. Birr, Ill, First California Company, San Francisco; Mr. & Mrs. Edward Amazeen, Mr. & Mrs. Earle Gatchell, Hayden, Stone & Co., New York; Mr. & Mrs. Roy Doolittle, Doolittie 
Coffin & Burr, Incorporated, Boston & Co., Buffalo; Mr. & Mrs. Max A. Hewitt, Jones, Kreeger & Hewitt, Washington, 








Mr. & Mrs. Eugene H. Cassell, C. F. Cassell & Co., Clement A. Evans, Clement A. Evans & Co. 
Charlottesville, Va. 


Inc., Atlanta; Mr. Allen C. du Bois, 
& Mrs. Joseph T. Johnson, 


Wertheim & Co., New York; William D. Kerr, 
The Milwaukee Company, Milwaukee 


Bacon, Whipple & Co., Chicago 


Francis S. King, First Boston Corporation, Boston; Eugene E. Trefethen, Jr., Kaiser Industries 
Corporation, San Francisco; B. H. Whitbeck, First Boston Corporation; New York; Ralph E. 
Phillips, Dean Witter & Co., Los Angeles 


Mr. & Mrs. Harold X. Schreder, Distributors Group, Incorporated, New York; Herbert R. Anderson, 
Distributors Group, Incorperated, New York; Francis X. Coleman, 


Gregory & Sons, New York; 
r. & Mrs. James F. Jacques, First Southwest Company, Dallas 


a a 
ra! slag ne gy aaowng | gem corporation, Nashville ; Sherman Ellsworth, Wm. P. Harper & Son Wallace Fulton, National Association of Securities Dealers, Washington, D. C.; Clement A. Evans, 
Ed Co., BH e; —— < ‘2 illet o asaneas Security & Trust Co., Washington, D. C.; Mr. & Mrs. Clement A. Evans & Co., Inc., Atlanta; Hugh D. Carter, Jr., Courts & Co., Atlanta; Arthur C. Burus, 
win 5. ssorner, Scott, hiorner ason, Lynchburg, Va.; Mrs. Ludwell A. Strader, Lynchburg, Eastman Diilon, Union Securities & Co. New York; Mr. & Mrs. Frederick Seving, 
Va.; William C. Porter, Dittmar & Company, San Antonio Butcher & Sherrerd, Philadelphia 
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Mr. & Mrs. B. J. Van Ingen, B. J. Van Ingen & Co., Inc. New York; Mrs. Frank Morse, New York; Mr. & Mrs. Earle Fridley, Fridley, Hess & Frederking, Houston; Mr. & Mrs. L. Walter Dempsey, 
Mrs. Walter Morse, New York B. J. Van Ingen & Co., Inc., New York 





wg & Hire. Riger 3. Seete, aleeranalarty-re ones Genk, Sen Charles A. Schoeneberger, Central Republic Company, Chicago; Mr. & Mrs. Robert G. Rowe, Stroud & Company, Incorporated, 
Francisco; Thomas W. Evans, Continental Illinois National Bank & Arthur E. Goodwin, Jr., Rowles, Winston & Co., Houston; Charlies Philadelphia; Mr. & Mrs. Russell M. Ergood, Stroud & Company, 
Trust Co., Chicago; Marion McCarthy, San Francisco K. Morris, F. S. Yantis & Co., Inc., Chicago Incorporated, Philadelphia 





j 
f 
j g tb 4 
Miss Carolyn Clarke; Harrison Clarke, Johnson, Lane, Space & Co., Atlanta; Mr. & Mrs. Alexander Joseph F. Lockett, Jr.. Townsend, Dabney & Tyson, Boston; Mr. & Mrs. Miles A. Watkins, Stubbs, 
Yearley IV, The Robinson-Humphrey Company, Atlanta; Mr. & Mrs. Henry S. Lynn, Sterne Agce Smith & Lombardo, Birmingham; Mr. & Mrs. Sidney J. Mohr, Jr., Thornton, Mohr 
& Leach, Birmingham & Farish, Montgomery 





. . John W. P t, Dewar, Robert & P t, San Antonio; Robert Clark, Calvin Janet Taylor, New York; Mr. & Mrs. Nigel Gunn, Bell, Gouinlock “ Co., Toronto; Mrs. Edwin M. 
-* Mpallock "Ltd. New Yorks Mr. & — Albert O. Foster, Taster & Marshall, Seattle Kennedy, London, Ont., Canada; Jack Kingsmill, Investment Dealers’ Association of Canada, Toronto 
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it 


William J. Anderson, Jr., Equitable Securities Corporation, Nashville; James E. Roddy, Scharff & D. K. Baldwin, Nesbitt, Thomson & Co., Montreal; Edwin F. Peet, Burns Bros. & Denton, 
Jones Inc., New Orleans; Mrs. Lewis F. Lyne, Dallas; Julien Collins, Julien Collins & Co., Chicago; New York; Arthur R. Robinson, Wertheim & Co., New York; G. Powell Davis, Investment 
Lewis F. Lyne, Mercantile National Bank, Dallas; Mrs. Joseph T. Johnson, Milwaukee Corporation of Nor-olk, Norfolk, Va. 


Inc. 


% 


Earl K. Bassett, W. E. Hutton & Co., New York; James M. Hutton, Joseph F. Gatz, McDonald-Moore & Co., Detroit; Norman S. Downey, John H. Rauscher, Jr., Rauscher, Pierce & Co., Inc., Dallas; 
Jr.. W. E. Hutton & Co., Cincinnati; Robert Stevenson, 3rd, /n- Eastman Dillon, Union Securities & Co.; R. C. Chapman, Charles C. Pierce, Rauscher Pierce & Co., Inc., Dallas; Taylor B. 


vestment Bankers Association, Washington, D. C. Fulton Reid & Co., Cleveland Almon, Rauscher, Pierce & Co., Inc., Dallas 


Roehl, Keystone Company of Beston; Mr. & Mrs. Henry F. Cate, Keystone Company of Mrs. S. L. Sholley, Boston; J. Ernest Savard, Savard & Hart, Montreal; Mr. & Mrs. Henry F. 
Boston; Mr. & Mrs. S. L. Sholley, Keystone Company of Boston Cate, Jr., Keystone Company of Bosten 


Samuel Varnedoe, Varnedoe, Chisholm & Co., Savannah; J. Hollis J. Sinclair Armstrong, Securities & Exchange Commission, Wash- S. Whitney Bradley, Eaton & Howard, Inc., Beston; Frank S. 
Austin, J. W. Tindall & Co., Atlanta; Charles McK. Lynch, Moore, ington, D. C.; Keith Funston, New York Stock Exchange, New York; Bennett, Cutter, Plummer & Bennett, New York City; Howard 
Leonard & Lynch Pittsburgh Nathan K. Parker, Kay Richards George Davis, Davis, Skaggs & Co., San Francisco; Murray Hanson, Finney, Bear, Stearns & Co., New York; Jack R. Staples, 

& Co., Pittsburgh Investment Bankers Association, Washington, D. C, Fulton Reid & Co., Cleveland 

















Volume 184 Number 5594... The Commercial and Financial Chronicle 


John Latshaw, E. F. Hutton & Company, Kausas City, Mo.; Thomas 
A. Larkin, Goodbody & Co., New York; Jack Reno, Carl M. Loeb, 
Rhoades & Co., New York 


Richard W. Morey, A. G. Edwards & Sons, St. Louis; Robert M. 
Goodwin, First National City Bank of New York; Victcr H. Zahner, 
Zahner & Co., Kansas City, Mo. 





anne tne NRA ANNAN 


Mr. 


& Mrs. Arthur P. Quinn, Quinn & Co., Albuquerque, N. Mex.; 


Laurence H. Lyons, Allen & Company, New York City; Edward 


Southwest Company, Dallas, 


Burns Il, F. Eberstadt & Co., Inc. New York 


William T. Kemble, Estabrook & Co., Boston; Stedman Buttrick, 
Estabrook & Co., Boston; Buford Scott, Scott & Stringfellow, 
Richmond, Va.; James J. Lee, W. E. Hutton & Co., New York 


Governmental Securities Committee—Emil J. Pottberg, Jr., The First Boston Corporation, 
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Andrew J. Raymond, Nesbitt, Thomson & Co., New York; Mr. & 
Mrs. Irving Campbell, Bell, Gouinlock & Company, Ltd., Toronto; 
Nigel Gunn, Bell Gouinlock & Company, Ltd., Toronto 


Municipal Securities Committee—William M. Adams, Braun, Bosworth & Co. Detrcit, Chairman 


Col. Oliver J. Troster, Troster, Singer & Co., New York; Edward 
C. George, Harriman Ripley & Co., Inc., Chicago; Malcolm F. 
Roberts, Garrett-Bromfield & Co., Denver 


New York, Chairman 
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Jentry S. Holmes, International Finance Corp., Washington, D. C.; Mrs. Robert V. Wehrhein, Mr. & Mrs. C. Meredith Boyce, Mercantile Safe Deposit & Trust Co. Baltimore; Mr. & Mrs. Edward 
Philadelphia; Mrs. Joseph T. Johnson, Milwaukee; Mrs. Jentry S. Holmes; Mr. & Mrs. Walter A. Swenson, First National. Bank,. Miami; Henry. L. Valentine, Davenport & Co., Richmond, Va.; 
Schmidt, Schmidt, Poole, Roberts & Parke, Philadelphia Mrs. Owen Daly II, Baltimore 








Mr. & Mrs. Frank Newburger, Newburger & Co., Philadelphia; Mr. & Mrs. Hugh Bullock, Calvin Bullock, Ltd., New York John A. Kruse, Prescott, Shepard & Co., Cleveland; Mr. & Mrs. 
Mr. & Mrs. Alfred Rauch, Kidder, Peabody & Co., Philadelphia Paul A. Just, Television Shares Management Corporation, Chicago 



















pan) 

# 

4 lig - x 

Mr. & Mrs. Gordon Crouter, De Haven & Townsend, Crouter & Bodine, Philadelphia; Walter T. Robert L. Garner, /nternational Finance Corporation, Washington, D. C.; George B. Kneass, Treasury % 
De Haven, De Haven & Townsend, Crouter & Bodine, Philadelphia; Albert W. Whittlesey, Department, Washington, D. C.; George L. Martin, International Bank, New York; Lester H. Empey, 

First Pennsylvania Banking & Trust Company, Philadelphia American Trust Company, San Francisco Mr. 

Put 

CTRL 













> 
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Mr. & Mrs. Walter A. Schmidt, Schmidt, Poole, Roberts & Parke, Philadelphia; Mr. & Mrs. Federal Legislation Committee—Franklin T. McClintock, Harriman Ripley & Co., Inc., 
Ewing T. Boles, The Qhio Company, Columbus New York, Chairman 
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i W. Neal Fulkerson, Jr., Bankers Trust Company, New York; Francis P. Gallagher, Kidder, Peabody Ralph A. Curran, Salomon Bros. & Hutzler, West Palm Beach; F. Newell Childs, C. F. Childs & 

& Co., New York; Robert C. Johnson, Kidder, Peabody & Co., New York; James E. Roddy, Company, Chicago; Mrs. Ralph A. Curran; J. Paul Wocllomes, Wulff, Hansen & Co., San Fran-isco; 
Shartf & Jones, Inc., New Orleans Mr. & Mrs. Walter C. Gorey, Walter C. Gerey Co., San Francisco 
, 
, Mrs. Henry L. Harris, New York; Chester Morris, Baxter & Com- Mr. & Mrs. Erwin W. Boehmler, Investment Bankers Association, John H. Rauscher, Jr., Rauscher Pierce & Co., Inc., Dallas; Keith 
pany, New York; Henry L. Harris, Goldman, Sachs & Co., N. Y. Washington, D. C. Funston, New York Stock Exchange, New York 

& 

) g 

Mr. & Mrs. J. Murrey Atkins, R. S. Dickson & Co., Inc. Charlotte, N. C.; Albert D. Putnam, Open Meeting of Investment Companies Committee—William A. Parker, The Parker Corporation, 


Putram & Co., Hartford, Conn.; R. S. Abernethy, Interstate Securities Corporation, Charlotte, N. C. Boston, Chairman 
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Committee Meeting, Group Chairmen’s Committee—William D. Kerr, Bacon, Whipple & Co., Chicago, Chairman 
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PUTTING THE ATOM 





Prior to 1940 Scientists at the General Electric 
Research Laboratory were discovering facts about the 


structure of the atom that contributed to the sepa- 
ration of U-235 from natural uranium in 1940. 


°” 
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1959 General Electric was assigned the job of de- 
veloping an atomic power p!ant at the Knolls Lab- 
oratory for the U.S. Navy submarine Seawolf. The 


Seawolf was launched in 1955 for final outfitting. 






1956 In addition to domestic orders, General Elec- 
tric—through the International General Electric Com- 
pany—announced sales of an atomic research reactor 
for Spain and a power reactor for Latin America. 
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TO WORK: 4 Progress Report from General Electric 
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1942-45 General Electric developed and produced 
complex power-supply apparatus and control and in- 
strumentation for the vast Manhattan District project 
that made the first atom bombs for the United States. 





1951 Work on the development of a nuclear propul- 
sion system for aircraft was begun by General Electric 
for the government at Evendale, Ohio, and is continu- 
ing here and, more recently, at Idaho Falls, Idaho. 


~ue 
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1956 Construction began on the multimillion- 
dollar General Electric Vallecitos Atomic Laboratory 
in California. It is dedicated to developing civilian 
uses of atomic energy, and will be completed in 1957. 


1946 Since the end of World War II, General 
Electric has been operating, for the government, the 
giant Hanford Atomic Works in Washington State, 


producing plutonium for the nation’s defense effort. 








1955 After Congress opened atomic development 
to private industry, General Electric established a 
department that is designing, developing, manufac- 
turing and marketing atomic reactors and equipment. 








1957 A G-E experimental reactor will help bring 
about 5,000 kw. of atomic power to the San Francisco 
area. Steam from the reactor will be furnished Pacific 
Gas and Electric, which will generate the power. 
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1946 General Electric, under contract to the A.E.C., 
has operated the Knolls Atomic Power Laboratory 
in Schenectady, N. Y., since 1946, where research into 
applications of atomic energy is being conducted. 





1955 America’s first commercially distributed 
atomic electricity came from the prototype reactor 
G. E. built for the Seawolf. The contract for Canada’s 
first atomic station was awarded to Canadian G. E. 






























































1960 The Chicago area is scheduled to get 180,000 


kw. of atomic electricity from the world’s largest all- 
nuclear power plant, being built by G. E. for Com- 
monwealth Edison and the Nuclear Power Group, Inc. 
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What General Electric 
is doing to help bring America 
atomic-electric power 


New atomic laboratory will open next year; world’s 
largest all-nuclear power plant to operate in 1960 


Two years ago, Congress opened the develop- 
ment of the atom to private industry. In that time, 
America’s businesses, working with the govern- 
ment, have made significant progress toward 
practical atomic electricity while continuing 
needed defense work for our country. 

At General Electric, major contributions to 
the defense effort are, of course, a vital part of 
the company’s atomic operation. This work re- 
quires an unusually high number of our scientists 
and engineers — about 2,250 of them — plus 
thousands of other skilled people. But since the 
Atomic Energy Act of 1954, we also have made 
major investments in both manpower and facil- 
ities to put the atom to work in electric-power 
production and other civilian uses. 

Currently, one of the company’s major proj- 
ects is the design and construction of the world’s 
largest all-nuclear power plant—Commonwealth 
FEdison’s Dresden Station near Chicago. This 
180,000-kw. plant is scheduled for regular oper- 
ation by the end of 1960. 

The task of designing and building such a plant 
calls for solving problems never before attacked. 
Entirely new technologies are being developed 
and tried out, and we are taking every step we 


know to provide for safety. 
Providing the “‘tools”’ 


To help solve the technical problems, General 
Electric is taking a long-term risk by investing 
in a multimillion-dollar atomic laboratory near 
Pleasanton, California. At this laboratory, an 
experimental boiling-water reactor will be in use 


in developing atomic reactors for power plants 


such as the big station in the Chicago area. 

Next year, this experimental reactor will help 
bring about 5,000 kw. of atomic electricity to 
the San Francisco area. Steam from the reactor 
will be furnished the Pacific Gas & Electric Com- 
pany, which will then generate the power. 

Another major investment in atomic facilities 
is being made in San Jose, California. Here will 
be the headquarters of General Electric’s civilian 
atomic business — plant and equipment for engi- 
neering, manufacturing and marketing power, 
research and test reactors, fuel elements, control 


systems and other nuclear components. 
Pioneer fields demand risk taking 


These and other commitments are being made 
with the realization that atomic energy is a pio- 
neer field calling for ingenuity, boldness and 
financial risk taking with little prospect of a 
profitable return for many years to come. Today, 
the buyer of atomic equipment knows he is not 
buying the ultimate in atomic power develop- 
ment. And the seller, or manufacturer, pioneers 
by risking substantial amounts of money to do 
now What has to be done to open a new industry 
with future business opportunities for many com- 
panies, large and small. 

As we see it, progress toward practical atomic 
electricity will continue only as America’s pri- 
vate businesses are encouraged to continue such 
risk taking. The support of an informed public — 
and its representatives in government—is needed 
now more than ever before, so that the nation will 
have a competitive atomic industry that can fur- 


nish plentiful, economical power to all. 





Progress /s Our Most /mportant Product 


GENERAL @@ ELECTRIC 
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Starting out on a sailfishing trip on the yacht “Poseidon II’’ owned b 
& Co., New York; Mr. & M 


WS 


Ss 


y Maurice Meyer, Jr., Hirsct Max A. Hewitt, Jones, Kreeger & Hewitt, Washington, D. C.; Daniel O’Day, Nerthern Trust Company 
rs. Maurice Meyer, Jr.; Craig Severance, F. Eberstadt & Co., New York; of Chicago, New York; Robert M. Goodwin, First National City Bank, New York; Robert B. Blyth, 
Hal Murphy, Commercial & Financial Chronicle, New York; seated, Edward Burns II, National City Bank, Cleveland; Robert Craft, The Chase Bank, New York; Charles F. Matton, 

F. Eberstadt & Co., Inc., New York Wachovia Bank & Trust Company, Winsten Salem, N. 


Warren H. Crowell, Crowell, Weedon & Co., Los Angeles; Robert Arthur Horton, Penington, Colket & Co., Philadelphia; Kurt J. Jchn G. Parker, Lord, Abbett & Co., Chicago; Robert S. Driscoll, 
H. O’Keef, The Marshall Company, Milwaukee; Bert H. Horning, Huttlinger, F. P. Ristine & Co., Philadelphia; W. W. Veazie, Mabon Lord, Abbett & Co., New York City; Mr. & Mrs. J. Paul Woollomes, 
Stifel, Nicolaus and Company, Incorporated, St. Louis & Co., New York; Joseph C. Nugent, Mabon & Co., New York Wul f, Hansen & Co., San Francisco 


i 


James A. Russell, 


Van Alstyne, Noel & Co. New York; Edward Burns, II, F. Eberstadt & Co., Inc., William P. Sharpe, Mercantile Trust Company, St. Louis; R. George Le Vind, Blyth & Co., Inc.; 
New York; Mr. & Mrs. Fuller A. Harrington, Harrington & Co., Jackson, Miss.; William H. New York; E. J. Altgelt, Jr., Harris Trust & Savings Bank, New York; Charles F. Matton, 
McElnea, Jr., Van Alstyne, Noel & Co., New York Wachovia Bank & Trust Company, Winston-Salem, N. 


V. Theodore Low, Bear, Stearns & Co., New York; William D. Kerr, Bacon, Whipple & Co., Chicago; 

Salim L. Lewis, Bear, Stearns & Co., New York; John T. Knox, Federal Land Banks, New York; 

Thomas W. Evans, Continental Illinois National Bank & Trust Company, Chicago; D. J. Hacris, @& Exchange Commission, Washington, D 
Bache & Co., Chicago; Paul L. Mullaney, Mullaney, Wells & Co., Chicago 


Arthur m. Haussermann, Vance, Sanders & Co., Boston; Thomas B. Gannett, Hornblower & Weeks, 
Boston; Mrs. Harold C. Patterson, Washington, D. C.; r. & Mrs. J. Sinclair Armstrong, Securities 

-; F. Vaughan Upham, 3rd, Securities &@ Exchange Com- 
mission, Washington, D. C.; Harold C. Patterson, Securities & Exchange Commission, Washington, D. C. 
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Henry J. Blackford, Jr.. A. M. Law & Co., Spartanburg, S. C.; Mr. & Mrs. Harry Beecroft, Beecroft, 


Cole & Co., Topeka, Kans.; Laurence Lyons, Allen & Company, New York Public Utility Committee—Harold H. Young, Eastman Dillon, Union Securities & Co., New York, 


Chairman 


Mr. & Mrs. Calvin W. Clayton, Clayton Securities Corporation Mr. & Mrs. William G. Boggs, Fidelity Trust Company, Pittsburgh; Mr. & Mrs. Jack F. Perkins, Perkins & Co., Inc., Dallas; Mr. & 
Boston; Arthur C. Burns, Eastman Dillon, Union Securities & Co. Guy W. Lewis, Peoples First National Bank, Pittsburgh Mrs. Kenneth D. Aws, Irving J. Rice & Co., Inc., St. Paul 


Poor “ y o 


Mr. & Mrs. Willard G. De Groot, Bateman, Eichler & Co., Los Angeles; Leslie Douglas, Folger, Edward B. Burr, National Association of Investment Companies, New York; R. Michael Charters, 
Nolan, Fleming-W. B. Hibbs & Co., Washington, D. C.; Mrs. Bayard Dominick, New York; William Association of Stock Exchange Firms, New York; William J. Simonson, J. Barth & Co., New York 
T. McIntyre II, Dominick & Dominick, New York City; Avery Rockefeller, Jr., City; Robert L. Thayer, Lehman Brothers, New York City; Shelby Cullom Davis, 

Dominick & Dominick, New York Shelby Cullom Davis & Co., New York City 


IG 


State Legislation Committee—Gilbert S. Osgood, Blunt Ellis & Simmons, Chicago, Chairman 
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audi . , Whipple & Co., Chi ; H. H. Sherb , Bacon, Whipple & Co., New York; Mr. & Mrs. Cornelius Shields, Shields & Company, New York; Frank R. Warden, Central National 
ree i ee 5 ty dticaces eke H. aks, Pola & fe” artewd, Conn. Bank, Des Moines, Iowa; Clarence F. Blewer, Blewer, Glynn & Co., St. Louis; John Quinn 


Mr. & Mrs. Lawrence C. Ames, Irving Lundborg & Co., Don G. Miehls, William Blair & Co., Chicago; Elmer G. Haseman, Mr. & Mrs. Ronald A. Beaton, Distributors Group, Incorporated, 
San Francisco A. G. Becker & Co., Incorporated, Chicago Chicago 


Robert A. W. Brauns, McDonnell & Co., New York; J. Hindon Hyde, Henry Herrman & Co., New e, Burke & MacDonald, 


York; Edward A. Uhler, R. S. Dickson & Co., Inc., New York; William M. Cahn, Jr., Henry Herrman Kansas City, Mo.; Lee H. Ostrander, William Blair & Co., Chicago; Andrew M. Baird, 
@& Co., New York; Lawrence B. Llloway, Penington, Colket & Co., Philadelphia A. G. Becker & Co., Incorporated, Chicago 


Finance Committee—Lee H. Ostrander, William Blair @ Co., Chicago, Chairman Stock Exchange Relations Committee—-Charles L. Morse, Hemphill, Noyes & Co., New York, Chairman 
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Mrs. Buettner, Miami; Eaton Taylor, Dean Witter & Co., San Fran- John S. Linen, Chase Manhattan Bank, New York: Edward Glass- Robert Fisher, Blyth & Co. Inc., New York; H. Lawrence Bogert, 
cisco; Mr. & Mrs. H. Wilson Arnold, Arnold & Crane, New Orleans meyer, Blyth & Co., Inc., New York Jr., Eastman Dillon, Union Securities & Co., New York 








Stewart A. Dunn, C. J. Devine & Co., New York; Frank T. Claude Turben, Merrill, Turben & Co., Cleveland; Mrs. Bruce B. Ranney, Cleveland; J. Emerson 
Kennedy, C. J. Devine & Co. New York; Pat Morris, Northern Thors, Kuhn, Loeb & Co., New York; Mary Hudson, Cleveland; Thomas A. Meledy, 
Trust Company, Chicago; Jim Clarke, American National Bank Merrill, Turben & Co., Cleveland 


& Trust Co., Chicago 





i, Joseph W. Sener, John C. Legg & Company, Baltimore; W. C. John C. Hecht, Dempsey-Tegeler & Co., Los Angeles; Mr. & Mrs. Thomas L. Ray, Mercantile Trust Company St. Louis, Milton J. 





Jackson, First Southwest Company, Dallas Graham Walker, McManus & Walker, New York Hayes, American National Bank & Trust Company, Chicago 











>Hi shz t A. Ev & Co., Inc., Atlanta; Wm. B. Eppler, Eppler, Guev-in & Turner, Jchn L, Ahbe, Distributors Group, Incorporated New York City; Mr. & Mrs. Williarc R. Hough, 
“a ee ae Gente + ae ly Guerin & Turner, Dallas; H. James Wheeler, Clement A. Beil & Hough, St. Petersburg, Fla.; O. Jack Talbot, Northwestern National Bank of Minneapolis; 
, Evans & Co., Inc., Orlando, Fla. Robert M. Goodwin, First National City Bank, New York 
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Mrs. W. Neal Fulkerson, New York; Mr. & Mrs. Robert C. Mathews, Jr., Trust Company of Georgia, Glenn E. Anderson, Carolina Securities Corporation, Raleigh, N. C.; 
Atlanta; Truxton B. Pratt, Jr., Bankers Trust Company, New York; Ralph J. Powelson, R. S. Abernathy, /nterstate Securities Corporation, Charlotte, N. C.; 
Leedy, Wheeler & Alleman, Orlando, Fla. William D. Croom, First Securities Corpcraticn, Durham, N. C. 





William A. Beinhorn, Jr., Russ & Company San Antonio; William Gus Halliburton, Equitable Securities Corporation, Nashville; Her- H. Grady Black, The Robinson-Humphrey Company, Inc., Atlanta; 


G. Hobbs, Jr., Russ & Company, San Antonio; F. Newell Childs, man B. Joseph, Joseph, Mellen & Miller, Cleveland; Ralph Elam, Buford Scott, Scott & Stringfellow, Richmond; Jack M. Bass, Jr., 
C. F. Childs & Co., Chicago; Philip F. Koenig, C. F. Childs & Co., Sweney Cartwright & Co., Columbus Jack M. Bass & Co., Nashville; Beverly W. Landstreet III, Clark, 
Chicago Landstreet, & Kirkpatrick Inc., Nashville 






Se 


Gj, 





Walter J. Creely, Goldman, Sachs & Co., St. Louis; Hunter Breck- Mr. & Mrs. John E. Fricke, Bache & Co., Philadelphia; Mr. & Mrs. Robert V. Wehrheim, Philadelphia 
enridge, McCourtney, Breckenridge & Co. St. Louis; Elvin K. Pop- National Bank, Philadelphia; Harold J. Schulter, First National Bank of Chicago New York; 
per, 1. M. Simon & Co., St. Louis; Joseph Ludin, Dillon, Read & Chester A. Atwood, L. F. Rothschild & Co., New York City 


Co., New York City 





BEE 





BG 
Matthew J. Hickey, Hickey & Co., Inc., Chicago; Mr. & Mrs. Harold G. Laun, F. S. Moseley & Co., Mr. & Mrs. Guy Redman, A. G. Edwards & Sons, St. Louis; Mr. & 
Chicago; Mr. & Mrs. Thomas J. Herbert, Hugh W. Long & Co., Inc., Elizabeth, N. J.; Hugh Mrs. J. Victor Loewi, Loewi & Co., Incorporated, Milwaukee 


E, Paine, Jr., Abbott, Procter & Paine, New York 
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Harry Beecroft, Beecroft, Cole & Co., Topeka, Kans.; Mr. & Mrs. Herbert Dewitz M ene ai 
’ , » : °3 : . > r. & Mrs. Rudolf Smutny, Salomon Bros. & Hutzler, New York; 
J. A. Hogle & Co., Salt Lake City, Utah Mr. & Mrs. W. Wayne, Glover, California Bank, Los Angeles 


Mr. & Mrs. Bayard Dominick, Dominick & Dominick, New 2 Mrs. Philip R. Neuhaus, Underwood, Neuhaus & Co., Houston 





Ps 
. Sidney Blake, H. M. Byllesby and Company, 


Bert Horning, Stifel, Nicolaus & Company, Incorporated, St. Louis; Mr. & Mrs. Mel Taylor, Sempie, : : 
Jacobs & Co., St. Louis; Charles S. Werner, Shearson, Hammill & Co., Chicage incorporated TRtatayne 


be & 
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Jim Da'sy Initiates: Paris Scott Russell, Glore, Forgan & Co., New Yerk; David J. Harris, Bache & John S. Linen. Chase Manhattan Bank, New York; Bertram M. Wilde, Janney, Dulles & Co., Philade!- 
Co.. Chicago; John C. Hagan, Jr., Mason-Hagan, Inc., Richmond, Va.; Chester A. Atwood, L. F. phia; Theodore C. Sheaffer, Janney, Dulles & Co., Philadelphia; Albert C. Purkiss, 
Rothschild & Co., New York; Sidney J. Mohr, Jr., Thornton Mohr & Farish, Montgomery, Ala.; Walston & Co., Inc., New York 
W. Guy Redman, A. G. Edwards & Sons, St. Louis; Edward S. Amazeen, Coffin & Burr, Incorporated, 
Boston; John W. Dayton, Jr., Clark, Dodge & Co., New York; Matthew J. Hickey Ill, Hickey & Co., 
Inc., Chicago; John H. Carlson, Carl M. Loeb, Rhoades & Co., New York; William S. Hughes, 
Wagenseller & Durst Inc., Los Angeles 
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ar , . Pittsburgh, Pa.; George W. , : Va ep J, Ze 
Le, one Philadel p Fr. 8 G. H. Howard, Harris, Upham & Co., New York; G. S. Kemp, Abbott, Proctor & Paine, Richmond 


Elkins, Jr., Elkins Morris, Stokes & Co., Philadelphia; John F. Bunn, Va.; Howard B. Dean, Harris, Upham & Co., New York; Ben S. Willis, Alex. Brown & Sons, 
Jr., Bioren & Co., Philadelphia Winston-Salem, N. 


, 


Alfred J. Ross, Dick & Merle-Smith New York; David H. Callaway, First of Michigan Corporation, Lee H. Ostrander, William Blair & Co., Chicago; Milton R. Under- 
New York; Stewart A. Dunn, C. J. Devine & Co., New York; Sidney L. Parry, wood, Underwood, Neuhaus & Co., Houston, Tex.; E. Jansen 
De Coppet & Doremus, New York Hunt, White, Weld & Co., New York 








Leroy A. Wilbur, Stein Bros. & Boyce, Baitimore; Dr. 


: J. Huttlinger, F. P. Ristine & Co., Philadelphia; James W. Wcelff, Zuckerman, Smith & Co., 
Marshall Sanford, Ft. Lauderdale, Fla. New York; Charles J. Fleming, Hanrahan & Co., Worcester, Mass.; Elvin K. Popper, 


I. M. Simon & Co., St. Louis 


A 
J 


Jack Reno, Carl M. Loeb, Rhoades & Co., New York; Jack Stafford, Lee Higgi i ; - : 
: dies ‘ ~ -shealy ’ gginson Corporation, H. S. Parker, Kay, Richards & Co., Pittsburgh, Pa.; Richard 
New York; Jack Ahearn, Rockland-Atlas National Bank of Boston; George Anderson, Buechler, E. F. Hutton & Company, New York 
Anderson & Strudwick, Richmond, Va. 





Walter B. Levering, Carlisle & Jacquelin, New York; Mrs. David B. McElroy, New York; Timothy 
Clark, H. C. Wainwright & Co., Boston; David B. McElroy, J. P. Morgan & Co. Incorporuted, N. Y. 


Mr. & Mrs. Kurt H. Grunebaum, New York Hanseatic Corporation, 
New York 


Mr. & Mrs. L. Paul Close, Rambo, Close & Kerner Philadelphia; Mr. & Mrs. John M. Pokorny, 
Warren W. York & Co., Allentown, Pa. 


Mr. & Mrs. James C. Lear, Reed, Lear & Co., Pittsburgh; Mr. & Mrs. A. F. Heineman, Jr., Cormmon- 
wealth Trust Company, Pittsburgh; Mr. & Mrs. Ed Muir, Muir Investment Corp., San Antonio, Tex. 
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Joseph Ludin, Dillon, Read & Co., New York; Mr. & Mrs. Eugene 
Lynn, Wertheim & Co., New York 


Mr. & Mrs. Milton Lewis, A. G. Becker & Co. Incorporated, New York; Belmont Towbin, C. E. Unter- 
berg Towbin Co., New York City; Mr. & Mrs. Maurice Meyer, Jr., Hirsch & Co. New York 


Syndicate Committee—E. Jansen Hunt, White, Weld & Co., New York, Chairman 


Mr. & Mrs. W. Carroll Mead, Mead, Miller & Co. Baltimore, Md.; 
George R. Torrey, McCormick & Co., Chicago 
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Robert Warren, Blair & Co. Incorporated, New York; Wildes W. Veazie, Mabon & Co., New York; George L. Martin, Jnternational Bank, New York; Frank Newburger, Newburger & Co., Philadelphia; 


Herman Joseph, Joseph Mellen & Miller, Cleveland; Leon Lees, Jra Haupt & Co., New York Thomas C. Cafone, W. E. Hutton & Co., New York; James J. Lee, W. E. Hutton & Co., New York F. | 
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Arthur C. Allyn, A. C. Allyn & Company, Incorporated, Chicago; Percy Stewart, Kuhn, Loeb & Co., Joseph L. Ryons, Lester, Ryons & Co., Los Angeles; Frank E. 
New York City; George J. Gillies, A. C. Allyn & Company, Incorporated. New York City; Voysey, Kidder, Peabody & Co., Chicago; Andrew K. Marckwald, Dar 
Mrs. Percy Stewart, New York City Discount Corporation, New York Mr: 





ce 


Richard Boesel, Jr., Kuhn, Loeb & Co., New York; James P. Mr. & Mrs. Arthur H. Haussermann, Vance, Sanders & Company. Boston; Mr. & Mrs. John 
Jamieson, Glore, Forgan & Co. Chicago A. McCandless, Vance, Sanders & Company, Boston 








Robert W. Ewing, A. E. Masten & Co.. Wheeling, W. Va.: E. W. Hare, National Securities & Research J. S. Loomis, Illinois Company, Chicago; C. C. Brown, Laurence M. Marks & Co., New York; 
Corporation, New York; A. H. Aldinger, Fordon, Aldinger & Co., Detroit; Nathan K. Parker, Ed Costigan, Edward D. Jones & Co., St. Louis; Arthur Curtis, A. G. Becker & Co., 
Kay, Richards & Co., Pittsburgh Incorporated, Chicago 
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Se Farrell, City National Bank & Trust Company, Kansas City, Mo.; Mrs. Donald C. Patterson, Harold A. Franke, The Milwaukee Company, Milwaukee; Joseph T. Johnson, The Milwau.:ez Conipany, 
New York City; D. Dean McCormick, McCormick & Co., Chicago; Mr. & Mrs. Stewart A. Dunn, Milwaukee; Ewing T. Boles, The Ohio Company, Cclumbus; Milton G. Hulme, 
C. J. Devine & Co., New York Glover & MacGregor, Pittsburgh 


gy 


Daniel C. Kennedy, Lord, Abbett & Co., New York City; Mrs. Albert R. Hughes, New York City: E. F. Connely, American Securities Corporation, New York; Mrs. Harold G. Laun, Chicago; Miss 
Mrs. Andrew M. Baird, Chicago; Ben Tobin, Hollywood Beach Hotel; Mrs. Alden H. Little; Kelton Bernadine McEvoy, Deiroit; Ralph W. Simonds, Baker, Simonds & Co., Detroit; Jshn S. Linen, 
E. White, G. H. Walker & Co., St. Louis; Alden H. Little, Investment Bankers Association of Chase Manhattan Bank, New York; Harold G. Laun, F. S. Moseley & Co., Chicagc; Mr. & 

America, Washington, D. C. Mrs. William Pope, Evansten, IIl. 
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Mr. & Mrs. Aibert M. Schmelzle, Fusz-Schmelzle & Co., St. Louis; Mr. & Mrs. Hunter Breckenridve, Harry W. Newhard, Newhard, Cook & Co., St. Louis; Henry Earle, First of Michigan Corporation, 


McCourtney-Breckenridge & Co., St. Louis; Mrs. Walter J. Creely, St. Louis; Mrs. Arthur A. Detrvit; Mr. & Mrs. David H. Callaway, First of Michigan Corporation, New York; 
Christephel, St. Louis; George A. Newton, G. H, Walker & Co., St. Louis Frank J. Brophy, R. S. Dickson & Co., Inc., New York 
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St. Louis Room Mr. & Mrs. M. M. Hatcher, First National Bank, Dallas; Ted R. Alexander, Texas Bank & Trust 
Company, Dallas; Mr. & Mrs. Lewis F. Lyne, Mercantile National Bank, Dallas 
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ndrew y a nd, Nesbitt Ti ; & Co., Ne Ycerk; Mr. & Mrs. D. K. Baldwin, Nesbitt, Allan Weintraub, Bear, Stearns & Co., New York; A. Peter Knoop, Auchincloss. Parver & Redrath, Gan 
Phen, Dg” " agg oR via agg TE ge gg hong p eiceonil & Co., Toronto; Ww. T. K. Collier, Collier, New York; Mr. & Mrs. Peter Knothe, Halle & Stieglitz, New York City; Frank McCormack, pee 
Nerris & Quinlan, Montreal; Russell D. Bell, Greenshields & Co., Montreal H. Hentz & Co., New York; John Wasserman, Asiel & Co., New York 
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Mrs. Walter L. Morgan, Philadelphia; Mrs. Howard Buicher III, Philadelphia; Mrs. Frank Newburger, Fred W. Fairman, Jr., Bache & Co., Chicago; William J. Lawlor, Jr., Hornblower & Weeks, Chicago; Ho 
Philadelphia (standing); Walter L. Morgan, Wellington Fund, Philadelphia; Mrs. George B. Kneass, Alfred J. Stalker, Kidder, Peabody & Co., New York; George T. Flynn, Hornblower & Weeks New & - 
Washington, D. C. York City; Fred Hudson, Ball, Burge & Kraus, Cleveland Jr. 


Mr. & Mrs. Daniel O’Day, Northern Trust Company of Chicago, New York; Mr. & Mrs. Pat Morris, Henry W. Putnam, De Coppet & Doremus, New York; Mr. & Mrs. Toby Morgan, The Hanover 
Northern Trust Company of Chicago, Chicago; Mrs. Orlando S. Brewer, New Yerk; Bank, New York; Gus Alexisson, Granbery, Marache & Co., New York; Sydney L. Parry, 
Den Farrell, City National Bank, Kansas City, Mo. De Coppet & Doremus, New York City 
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Mrs. Robert V. Wehrheim, Philadelphia; Mr. & Mrs. Sheldon R. Green, Chase Manhattan Bank, Mr. & Mrs. Andrew Sage, Lehman Brothers, New York; Jchn P. Labouisse, Howard, Weil, Labouisse, 
New York; Francis Bowman, Chase Manhattan Bank, New York; Mrs. Robert Craft, New York; Friedrichs & Co., New Orleans; Francis X. Coleman, Gregory & Sons, New York; Frederick : 
Mrs. Walter W. Craigie, Richmond, Va. Straus, Straus, Blosser & McDowell, Chicago; Donald W. Davis, Dempsey-Tegeler & Co., Los Angeles 
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Mr. & Mrs. Jacques P. Duccurnau, Ducournau & Kees, New Orleans; Mr. & Mrs. John W. Branden- Robert H. Q’Keef, The Marshall Company, Milwaukee; W. S. Hildreth, Peorles National Bani, 

berger, Moreland, Brandenberger, Johnston & Currie, Housten; H. Frank Burkholder, Equitable Se- Charlottesville, Va.; Eugene H. Cassell, C. F. Cassell & Co., Charlottesville, Va.; John L. Biakc, 

curities Corporation, Nashville, Tenn.; Mr. & Mrs. Edward D. Muir, Muir Investment Cerp., San Eaton & Howard, Inc., Boston; Mrs. Eugene Cassell, Charlottesville; Edward Amazeen, 
Antonio; H. Wilsen Arnold, Arnold & Crane, New Orleans Cof‘in & Burr, Incerporated, Boston 


R. W. Ewing, A. E. Masten & Co., Wheeling, W. Va.; Mrs. Fred T. Seving, Philadelphia; Mrs. Allen J. Nix, Riter & Co., New York City; Gerald B. West, Stone & Webster Securities Corpcration, 
Howard Butcher, III, Philadelphia; Mrs. Charles McK. Lynch, Pittsburgh; Fred T. Seving, Butcher New York City; Henry L. Valentine, Davenport & Co., Richmond, Va.; Milton A. Manley, Manley, 
& Sherrerd, Philadelphia; Howard Butcher, III, Butcher & Sherred, Philadelphia; Charles McK. Lynch, Bennett & Co. Detroit; Craig Severance, F. Eberstadt & Co. Inc., New York City; M. P. Chamberlain, 
Jr., Moore, Leonard & Lynch, Pittsburgh; Thomas Lynch, III, Woore, Leonard & Lynch, Pittsburgh Chemical Corn Exchange Bank, New York City 
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Mr. & Mrs. George P. Healy, Adamex Securities Corporation, New York; Samuel H. Rosenberg, George M. Gregory, Gregory & Sons, New York; Jerome F. Tegeler, Dempsey-Tegeler & Co., St. 
Asiel & Co., New York; Mr. & Mrs. Milton F. Lewis, A. G. Becker & Co., Incorporated, New Yorl Louis; William H. Gregory 3rd, Gregcry & Sons, New York; William H. Gregory, Jr., Gregory & 
City; Edward D. Jones, Edward D. Jones & Co., St. Louis Sons, New York; Frederick Straus, Straus, Blosser & McDowell, Chicago 
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Mr. & Mrs. Thomas M. Johnson, Johnson, Lane, Srace & Co., Inc., Savannah; Wallace McCurdy, Mr. & Mrs. Delmont K. Pfeffer, 


First National City Bank of New York; Lester H. ay 4 apenas 
Thayer, Baker & Co., Philadelphia; Hudson B. Lemkau, Morgan Stanley & Co., New York; Karl P. Trust Company, San Francisco; Mrs. Walker Ww. Ceavensen, Ws stew vers 7) ssa a ar and, 
Herzer, Winslow, Cohu & Stetson New York; John S. Loomis, Illinois Company, Chicago New York City; J. Bradley Green, Guaranty Trus ompany, 
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Keep your 
investments in balance 
to protect your security 


Regardless of variable economic 
winds, or forecasts as to ‘‘which 
way” the speculative markets are 
heading, there are times when it is 
imperative for an investor to puta 
part of his funds in securities that 
carry a high safety-of-principal 
factor, and yield an established, 
fair return after taxes. Thus he is 
able to stabilize his investment 
position against the risks of abrupt 
fluctuations in market value and 
in income yield. 


A field of investment that com- 
mends itself well for all these pur- 
poses is afforded by State and 








Municipal Bonds and other tax- 
free obligations of good quality 
such as those of Local Housing 
Authorities. Their safety ranks 
second only to that of U. S. Gov- 
ernment securities. Their income 
status is most attractive when tax- 
ation is borne in mind. To an in- 
vestor with a joint taxable return 
of $100,000, for example, a tax- 
exempt bond priced to yield 244% 
pays as high in retainable income as 
a taxable security yielding 10%. 


The Bond Department of The 
Chase Manhattan Bank actively 
participates in underwriting gen- 


eral obligation state, county, city 
and school bonds as well as housing 
authority bonds, issued for sound, 
constructive capital improvements 
throughout the United States. 
Your inquiry is invited. 


THE 


CHASE 


MANHATTAN 
BANK 


HEAD OFFICE: 18 Pine Street, New York 15 


Member Federal Deposit Insurance Corporation 








